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Cultural Factors in Economic Growth 


N 1940, when our Association was founded, this paper might have 

borne the same title as Caroline Ware’s book: The Cultural Approach 
to History. In the meantime, however, world events have brought 
economists and historians together around the problem of economic 
growth. So, while pursuing the same interests illustrated in my contri- 
bution to Caroline Ware’s book, I have chosen the more fashionable 
title of “Cultural Factors in Economic Growth.” * 


Economic theorists bringing their analytical methods to bear on 
problems of growth have quickly discovered what had been gradually 
becoming apparent to economic historians: that growth or change is a 
cultural process in which it is difficult to segregate the economic factors. 
As Professors Buchanan and Ellis have said: “the really fundamental 
problems of economic growth are non-economic,” or as Irving Siegel 
recently put it: “man’s ends are overwhelmingly cultural.”* The 
obvious corollary of such conclusions is that economic history and 
growth theory have to be broadly inclusive social studies. 

As early as the nineteen-twenties a small group of economic his- 
torians were extending their interest to the social institution of business. 
But these pioneer business historians came to devote themselves so 
exclusively to the problem of administration in the firm that social pat- 
terns affecting economic growth were not emphasized. The beginning 
of the general application of anthropological and sociological materials 


1“The Social History of the Corporation” in Caroline F. Ware, ed., The Cultural Approach 
to History (New York: Macmillan, 1940), pp. 168-81. 

2 Norman S. Buchanan and Howard S. Ellis, Approaches to Economic Development (New 
York: Twentieth Century Fund, 1955), p. 405; Social Science Research Council, Items, XIV, 
2 (June 1960), 14. 
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and concepts to what was conventionally regarded as the field of eco- 
nomic history came during World War II. Inspired by Arthur H. Cole 
the Committee on Research in Economic History sponsored confer- 
ences that ultimately led to the Center for Research in Entrepreneurial 
History at Harvard. From this and several other groups came new 
concentration on man and his culture. By the late nineteen-fifties an 
economist, Albert Hirschman, could write: “The fundamental problem 
of development consists in generating and energizing human action 
in a certain direction.” * 

Obviously the new interests pose the same elusive problems in the 
integration of economic, social, and psychological knowledge that the 
historian has always had to face. Problems that cannot be laid out in a 
brief paper, even were you willing to listen or I competent to try. With 
T. S. Ashton I feel “it would be unwise to begin with a disquisition 
on economic theory—for the fruit of that tree often turns out to be an 
apple of discord.” * Since the same aphorism applies to the other social 
sciences I shall walk cautiously through the theoretical orchard to 
avoid shaking any of the trees. While in the famous controversy be- 
tween Gustave Schmoller and Carol Menger the historian has to be on 
the side of Schmoller, it is not necessary to revive the arguments. Rather, 
I shall discuss some findings on the effect of cultural differences on 
business or entrepreneurial behavior, and suggest possible relations to 
economic change. 

Among historians the necessity of comparative studies has long been 
a cliché. A need that everyone talked about and no one met. During 
the last fifteen years, however, economic growth has been one of sev- 
eral interests that have made comparative study a reality. When trying 
to understand the relations of the wide array of variables present in 
most real situations, comparison with what has taken place in analogous 
situations in other times and nations offers special insights. Most of 
the following discussion is grounded on comparisons and contrasts 
between United States and Latin American experience. The three 
Latin countries studied represent different modifications of Spanish 
culture overseas. Puerto Rico, a Spanish military bastion until 1898, 
has strong elements of traditional Spanish culture. Argentina repre- 
sents a blending of an original Spanish background with the cultures 
of waves of immigrants from other European nations, particularly 


8 Albert O. Hirschman, The Strategy of Economic Development (New Haven: Yale University 


Press, 1958), p. 25. 
4Thomas S. Ashton, Economic Fluctuations in England 1700-1800 (Oxford University 


Press, 1959), p. I. 
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Italy. Less cosmopolitan than Argentina, Mexico has modified Spanish 
traditions with indigenous Indian customs. Yet all three share a num- 
ber of cultural characteristics that differ from those of the United 
States.° 


II 


A North American turning to the study of Latin American entre- 
preneurial behavior is at once impressed by the fact that responses to 
apparently similar situations are not the same. In the economic lan~ 
guage of Arthur Spiethoff their respective entrepreneurs are acting in 
systems having different styles, or spirits. “The aim of a style model,” 
says Spiethoff, “is to mirror economic life as a specific set of economic 
institutions, economic life in its concreteness.” ° Present-day students 
of economic growth, however, pushing their inquiries beyond what 
Spiethoff regarded as “economic institutions” have found it necessary 
to assign many important factors to an area generally referred to as 
“social structure.” The problem becomes one of finding specific social 
components which differentiate economic styles. Social structure, how- 
ever, is a static concept that does not properly include social process 
and the sociological concepts involved in analyzing business roles are 
quite complex. For studying entrepreneurial behavior, therefore, it is 
easier to use the anthropological language of culture and personality. 

In this vocabulary the Latin American and the United States styles 
can be said to be the result of certain persistent basic cultural attitudes 
related to different economic behavior. If one were to pursue the con- 
cept of general cultural attitudes in detail it would appear that they 
are a combination of generally held beliefs acting on the modal per- 
sonality types of the culture. For purposes of the present survey it is not 
necessary to hypothesize the details of such interconnection. The term 
“cultural characteristics” will be used to indicate either the attitudes 
or behavior arising from the culture-personality complex. 

I propose the general hypothesis that certain characteristics of Latin 
American culture have been relatively unfavorable to economic de- 
velopment. If this is true, it follows that diverse rates of development 
in the two culture areas are not adequately explained by differences in 

5 Together with various associates, I have done research in Argentina and Puerto Rico. For 
Mexico I am relying on the work of Professor John Fayerweather of Columbia University. 

6 Arthur Spiethoff, “Pure Theory and Economic Gestalt Theory, Ideal Types and Real Types,” 


in Frederic C. Lane and Jelle C. Riemersma eds., ee and Secular Change (London: 
George Allen & Unwin, 1953), p. 452. 
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the physical situation. There is a generally uniform difference in 
human response that will upset calculations based on short- or long- 
run theories developed under the suppositions of any one culture. 

By contrast to his counterpart in the United States the Latin entre- 
preneur enjoys talk, theory, and speculation, and lacks the compulsion 
to act. John Gillin finds Latin American culture “characterized by 
logic and dialectics, rather than empiricism and pragmatics; the word 
is valued more highly than the thing; the manipulation of symbols 
(as in argument) is more cultivated than the manipulation of natural 
forces and objects (as in mechanics).”* John Fayerweather, on the 
basis of studies in Mexico, calls one form of this addiction to specula- 
tion projectismo. “It consists essentially,” he says, “of constructing plans 
without much critical analysis and then assuming the plans to be an 
accomplished fact.” * Another facet of the tendency to postpone action 
is acceptance of the leadership of the occasional man who is both 
sympatico, or in tune with his followers, and prepared to act vigorously. 
While dictators appear less likely in United States culture, it is also less 
likely that entrepreneurs will receive the Latin degree of support from 
their chief subordinates. 

The Latin American strives more for status not based on business 
success. This may be a disappearing vestige of agrarian aristocracy, 
but in Latin America it remains strong. Artistic achievement, profes- 
sional status, land ownership, and government or military office still 
outrank anything short of outstanding business success. In Mexico “the 
best men go into the professions and those who do not, no matter how 
good their reasons, are always aware that they are considered profes- 
sionally inferior.” ° Hence Latin entrepreneurs divert their resources 
to achieving prominence in more prestigious fields. The leading busi- 
nessman of Puerto Rico for example, is also a member of the Com- 
monwealth legislature and the leader of the conservative party. One 
of the most important Argentinian entrepreneurs, a man unusually 
engrossed in his business, took the time to study for and achieve an 
engineering degree at the University, subsequently held an associate 
professorship and developed a large estancia, all during the most active 
years of his business career. 

A further aspect of seeking prestige in other terms than money is 





7 As quoted in Thomas C. Cochran, The Puerto Rican Businessman (Philadelphia: University 
of Pennsylvania Press, 1959), p. 127. 

8 John Fayerweather, The Executive Overseas (Syracuse: Syracuse University Press, 1959), 
p. 65. 

9 Ibid., p. 96. 
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illustrated by the same Argentinian. Between 1928 and 1930 he organ- 
ized companies in Brazil, Chile, and Uruguay to manufacture some of 
the products of the parent firm. All of these ventures lost money, and 
on the average continued to do so for many years. The losses in 1931 
and 1932 put a severe strain upon the whole system, yet all three ven- 
tures were kept going. There are strong indications that he suffered 
these losses for reasons other than anticipation of large returns in the 
future. Among these reasons were probably the prestige that accrued 
from being an international businessman, and the head of a family 
with international interests, in a culture where industrialists were not 
highly respected. 

Child rearing, education, and family life are the chief processes by 
which culture and personality are perpetuated with a high degree of 
stability. According to present ideas of personality development the 
general characteristics favorable or unfavorable to entrepreneurship 
and economic growth are largely acquired at this early stage. For 
example, David C. McClelland argues that “countries where stories 
told to children have a high ‘achievement content’ show a higher rate 
of economic progress.” *° Similarly, the traits of cooperation that have 
produced the “organization man” were probably acquired more from 
family conditioning and schooling than from an adult environment of 
large corporate enterprise. 

Latin American child rearing is more family centered, particularly 
in country areas, than appears to be the case in the United States.” 
“In Mexico,” writes Professor Fayerweather, “there is a much smaller 
universe with which one can compete. . . You don’t give a darn about 
the neighbors. That’s another world, but you care intensely whether 
you have as good a refrigerator as your brother-in-law.” '* Along with 
the restraints imposed on competitive goals by the tendency to look 
no further than the family, Professor McClelland thinks that the 
“solidary” family itself is associated with low achievement motivation.”® 
The Latin family conditioning also appears to produce individuals who 
place more emphasis on the forms of politeness and obedience than on 


10 David C. McClelland, John W. Atkinson, Russell A. Clark, and Edgar F. Lowell, The 
Achievement Motive (New York: Appleton-Century-Crofts, 1953), p. 329. It is held that “there 
are limits placed on the development of Achievement by too large discrepancies between 
expectation and results. . . If the opportunities are well beyond his capacities, negative affect 
should result, he may develop an avoidance motive as far as achievement is concerned.” p. 65. 

11 David Landy, Tropical Childhood (Chapel Hill: University of North Carolina Press, 1959), 
pp. 238 ff. 

12 Fayerweather, Executive Overseas, p. 26. 

13 McClelland, Achievement Motive, p. 329. 
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the facts of behavior.’* This characteristic may appear in later life in 
the Latin liking for discussion rather than action. In making use of 
such hypotheses it must be remembered that the middle and upper- 
middle class Latin American family, the source of most entrepreneurs, 
has not been adequately studied.”* 

In periods before the use of corporations and holding companies 
family relationships in all countries have been the cement of the 
business structure. The operation of the family as an informal social 
and economic organization of relatives living in the same area was 
general in the eighteenth century in the older parts of the English 
colonies and persisted in the later centuries in the eastcoast agricultural 
regions. Since people move as a household, not as an extended family 
group, rapid migration in all newer parts of the United States mini- 
mized the influence of the family system. 

In Latin America the family system has had a greater strength, a 
longer persistence, and a more clearly defined structure of authority 
than existed even in North American regions of out-migration such as 
the old South. The Latin family recognizes a head (jefe), who is not 
necessarily the oldest living relative, and he is expected to look out 
for the family interests. The head, when not the eldest, gets his author- 
ity by a sort of implicit democratic process, a recognition of his success 
and leadership by the members of the family. The head, in turn, par- 
ticularly in a rich and powerful family, takes his responsibility very 
seriously. Obligations to the family may readily take preference over 
the obligations or ethics of business."* Rich men wishing to lead care- 
free, footloose lives may deliberately avoid becoming the head of the 
family. The super-imposing of the family structure on business is a 
complex process with many ramifications. 


Ill 


The most intricate and in many ways the most important differences 
between United States and Latin American culture are in the area 
conventionally covered by the term individualism. For purposes of a 
clear analysis it would be well to eliminate this term and talk only of 
more special cultural traits. But, “individualism” has such a firm place 
in both colloquial and official language that it seems necessary to use 
it as a category and then define some of its divergent meanings. 


14 Fayerweather, Executive Overseas, p. 27. 
15 Cochran, Puerto Rican Businessman, p. 121. 
16 Fayerweather, Executive Overseas, p. 19. 
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If the Latin family system is a way of limiting individual competi- 
tion with the outside world, Latin individualism can be seen as an 
inner penetration of the same devices. A man prides himself on pos- 
sessing a unique inner quality that is divorced from external matters. 
Only by long intimacy can this inner uniqueness be appreciated and 
any premature opening of the “soul” to a friend is degrading. Yet all 
human contacts are approaches to this ideal understanding, and at an 
early stage the Latin feels or does not feel a mutual sympathy and 
reacts accordingly. Sympatico may be evident quickly to sensitive Latins 
and the ultimate success or failure of a negotiation may be established 
within the first few minutes. Professor Gillin notes the lack of the type 
of impersonal confidence that men in the United States place in the 
salesman of large respected corporations. In Latin America “you have 
to know him as an individual and to understand his ‘soul’ really to 
have confidence in him.” ** The attitude gives rise to the characteristic 
of personalismo, loyalty to one with whom an understanding has been 
achieved. 

In contrast so-called individualism in the United States is character- 
ized by striving for status and success in the eyes of a peer group—to 
be as good or better than the next man. In other words, an individ- 
ualism supported by external criteria. “It is not, on the whole,” wrote 
Clyde Kluckholm, the American’s “privilege to develop individual 
uniqueness, to cultivate individuality.” ** 

Another way of expressing the difference in attitudes is to say that 
the Latin American has an ego-focused image of a situation, while the 
North American has a cooperative or group-focused approach. Over- 
emphasis by social scientists on the creative side of entrepreneurship 
has obscured the importance of these cooperative qualities. Albert 
Hirschman, on the basis of his wide Latin American experience, argues 
that the “ego-focused image of change” is a deterrent to economic 
development because success is not conceived as the result of systematic 
work and creative effort by a team or group, “combined perhaps with 
‘a little bit of luck’, but as due either to sheer luck or outwitting others 
through careful scheming. . . . The ego-oriented approach,” continues 
Hirschman, hinders the ability “to bring and hold together an able 
staff, to delegate authority, to inspire loyalty, to handle successfully 
relations with labor and the public and a host of managerial talents.” *° 


17 As quoted in Cochran, Puerto Rican Businessman, p. 126. 

18 Richard Hays Williams, ed., Human Factors in Military Operations: Some Application of 
the Social Sciences to Operations Research (Chevy Chase, Md.: Operations Research Office, The 
Johns Hopkins University, 1954), pp. 119-20. 

19 Hirschman, Strategy of Economic Development, pp. 16-7. 
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William Schurz, a lifelong observor of Latin customs wrote that the 
Latin American “is not a good organization man, and his conferences 
and committees would be the despair of an American chairman.” ”° 

In contrast to the value placed on objectivity and impersonality 
among United States businessmen, the Latin American tends to regard 
seeking inner satisfaction, giving in to his “feelings,” as the proper 
course, one which is taken for granted by people of his culture and 
needs no apology. This means, in turn, that he may refuse to do 
business with someone he dislikes, that he follows prearranged plans 
only so far as they suit his feelings, and that he may initiate unsound 
projects chiefly because they appeal to his emotions. Furthermore, 
since these characteristics are well understood the Latin American 
anticipates them in his fellow businessmen. What might be regarded 
as a breach of faith in the United States is understood to be a justifiable 
change in feeling. 

Ego-centric personality is also associated with greater emphasis on 
personal dignity. Dignidad, as the attitude is often called, can be seen 
as another facet of the devices to protect the ego from competition. 
The Latin Americans may scheme just as imaginatively for advantage, 
but they are disinclined to take overt acts which might expose them 
to humiliation in case of failure. Former Governor Rexford G. Tugwell 
said that the Puerto Rican “possesses a pride which is almost an ob- 
session and which leads frequently to the substitution of fancy for 
fact . . . to the avoidance of outside competition, to the protection of 
mediocrity and so to a general lowering of levels of competence.” ™ 

Like other people, Latin Americans have always had to take criti- 
cism. “Offenses to dignidad have been commonplace. . . .” But “they 
cannot take criticism and respond to it as part of a democratic context 

. . one side of a democratic process of exchanging views. . . .” For 
example, “in one apparently well-established relationship, critical pres- 
sure on an operating problem unnerved a Mexican executive to the 
point of making several unwise decisions.” * 

The Latin American relation between the chief and his subordinates 
reproduces the family pattern of paternalism with its emphasis on 
formal rather than real obedience. The normal framework for decision 
is superordinate-subordinate rather tian one of equalitarian inter- 
change of ideas or cooperation. The inferior will not risk the humilia- 


20 As quoted in Cochran, Puerto Rican Businessman, p. 123. 
21 Jhid., p. 125. 
22 Fayerweather, Executive Overseas, pp. 164-5. 
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tion he might feel if he openly contradicted his superior and was then 
over-ridden, but orders may in fact be neglected. When the subordinate 
does act he feels safer from assaults upon his dignity when carrying out 
specific orders.” 

Consequently delegation of authority is one of the critical points in 
registering the difference between Latin American and United States 
attitudes. Often one must look below the surface of organization charts 
or routine controls to detect the operation of this cultural difference. 
In giving orders in the factory the Latin in lower- or middle-manage- 
ment acts with fully as much authority as his counterpart in the United 
States, but he is to a greater extent passing on orders from one he looks 
to as a superior rather than using, and risking, his personal judgment 
in meeting the situation. Extremes of the United States type of dele- 
gation are indicated by the policy in some large companies of leaving 
the problem of improving poor operating results up to the local man- 
ager, or by the statement of the president of a large company that he 
never made decisions because by the time matters reached his office 
the decisions had all been made. In many large Latin American com- 
panies what the United States manager would call delegation of 
authority from the chief to the subordinate has never taken place. 

For example, in the nineteen thirties one of the largest Argentine 
manufacturing firms had no officer conferences and no elaborate charts 
or manuals for managerial procedure. The chief walked through the 
main plant about twice a week conferring with all levels of subordinates 
down to the foreman and issuing direct orders. His manner was hum- 
ble and he showed proper respect for the inner uniqueness of the men 
who talked with him, but he gave the orders on the basis of his per- 
sonal judgment. 

In 1941, however, the Argentinian entrepreneur decided that his 
plants, employing nearly four thousand people, might profit from more 
systematic management. A very large United States firm, one of the 
principle licensors, was asked to send an expert to Argentina to intro- 
duce North American efficiency. The United States company sent a 
recently retired executive who spent nearly a year in Buenos Aires in- 
stalling a complete system for management and shop procedures. But, 
when put in operation, the system ran into difficulties. To begin with, 
it was hard to select the new departmental and divisional heads because 
under the system of one-man control few of the available men had 
really exercised their own authority, and hence their executive abilities 

23 Thid., p. 32. 
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were unknown. Men were finally fitted into the chart, however, and 
the plan put in operation. After eight months the expert from the 
United States reported that “organization functions are being ignored 

. . engineers are doing shop work, shop officials are doing engineer- 
ing work, building construction undertaken without informing Main- 
tenance Department, salesmen giving instructions direct to the shop.” 
“During the war,” concluded the chief engineer of the company, “they 
did not do much about the new system. After the war they started 
again.” ** But even in 1960, with many plants and over ten thousand 
employees, the company is still highly centralized with ultimate de- 
cision largely in the hands of the successor of the original leader. Many 
United States ideas have been absorbed, but reshaped to fit the customs 
of Argentine culture. 

That these differences are an effect of the personality-culture com- 
plex rather than just current fashions in management is further indi- 
cated by the fact that able American managers were urging delegation 
in the nineteenth century. Charles E. Perkins of the Chicago, Burling- 
ton & Quincy Railroad, for example, argued in 1882 for a system of 
semiautonomous divisions under general managers who could run 
them more effectively than if “one management were put over the 
whole.” *° 

Contrasts in the environment in which business takes place in the 
two areas, a reflection of the cultures, accentuates the underlying dif- 
ferences. Valuable information on business or government policy in 
Latin America is gained in more indirect ways, such as prolonged 
luncheon conversations. While to be hurried in the United States is a 
sign of importance, to appear to be a cultured gentleman with leisure is 
more prestigious in Latin America. Consequently, Latins may linger 
over lunch and delay important conferences within their company, or 
enter into some long time-consuming and apparently non-business dis- 
cussion ultimately to get useful business information.” 

The person wishing to argue against the differentiating effect of 
cultural elements on economic growth could match the examples used 
with ones from the United States. North American entrepreneurs have 


24 Archives of SIAM DI TELLA LTDA., Buenos Aires, Argentina. The history of SIAM by 
Thomas C. Cochran and Ruben E. Reina will soon be published by the University of Pennsyl- 
vania Press. 

25 Charles E. Perkins to Thomas Potter, May 22, 1882, as quoted in Thomas C. Cochran, 
Railroad Leaders 1845-1890 (Cambridge: Harvard University Press, 1953), p. 86. 

26 Much of the time the entrepreneur studied in Argentina was used in cementing important 
friendships. See also Fayerweather, Executive Overseas, p. 70. 
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taken uneconomic actions because of personal antagonisms, embarked 
on poorly planned ventures, and perpetuated inefficient family control. 
Failure to develop the careful rationalization and cooperation of mod- 
ern American management may only indicate a greater nearness to the 
days of agraian-mercantile attitudes. The number of cases that have 
been accumulated in published research on Latin American business 
is too small to carry quantitative weight. The argument for cultural 
differentiation has to rest on accumulated observation and historical 
judgment as to norms. The scholars who have been most deeply im- 
mersed in these materials would, I believe, be in substantial agreement 
that the examples cited illustrate widely shared traits of Latin culture, 
and | think that in a similar stage of industrialism these were not nor- 
mal traits of United States culture. 

In speculating upon the effect of these cultural differentials on eco- 
nomic growth it is soon apparent that the impact varies with the type 
of activity, the size of business units, and the level of economic develop- 
ment. Evon Z. Vogt writes: “The widest proposition that I think can 
be defended with our present evidence is that the importance of value 
orientation in shaping the direction of change is proportional to the 
amount of economic and technological control a society has achieved.” ** 

The highest level of such control is presumably found in United 
States big business run by professional management. Looking at this 
sector of the economy Paul F. Lazarsfeld notes that culture strongly 
influences the selection of matters for executive decision. He sees three 
factors influencing such personal decisions: “informal groups, the re- 
lation of statuses, and visibility.” °° As advanced management becomes 
ever more politically and socially oriented and less concerned with 
technological problems the question arises according to Professor La- 
zarsfeld “whether sociological concepts like social visibility may not one 
day themselves become determinants of managerial activities.” ” 

Obviously historians do not now have to confront these problems, 
but such thinking emphasizes the probability that the cultural char- 
acteristics favorable to growth at one level may differ significantly from 
those favorable at even a slightly higher level of complexity in business 
and social organization. 

In Puerto Rico, for example, the traditional Spanish type of culture 

27 Evon Z.-Vogt, “On the Concepts of Structure and Process in Cultural Anthropology,” 
American Anthropologist, LXII (Feb. 1960), 266. 


28 Paul Lazarsfeld, “Reflections on Business,” American Journal of Sociology, LXV (July 


1959), 17. 
29 [bid., p. 19. 





526 Thomas C. Cochran 





did not appear to impede the building of strong importing houses, 
moderate sized sugar centrals, and successful small embroidery, ready- 
made clothing and furniture factories. Of these last three, only hand 
embroidery was sold on the mainland. Viewing the island market as 
a limited one that had to be divided among competitors, even sugar 
having a quota after 1934, entrepreneurs seldom took the risk of trying 
to expand.” Thus a small and fairly static business community could 
cultivate personal relations, eschew group activity and look for prestige 
outside the business world without running counter to the economic 
situation. 

With the stimulation of manufacturing by the insular government 
from 1945 on, selling more products outside the Puerto Rican market 
became a possibility, and at the same time new technology and new 
marketing methods menaced the stability of the old internal arrange- 
ments. It was at this point that the lack of cooperative or group orienta- 
tion began to appear as a hindrance to growth. Many sugar centrals 
had become uneconomically small, yet in spite of wide recognition of 
this fact there were no mergers as distinct from outright sales, of 
these family-owned mills.** Even more striking was the last ditch 
stand of small food wholesalers against the supermarkets and bigger 
distributors with better mainland connections. In Ponce in 1955, for 
example, there were 20 small wholesalers where two or three could 
have handled the business. But these entrepreneurs would not reconcile 
themselves to giving up their proprietorships by merging their interests 
with those of other farnilies. 

Granted that Puerto Rico was to become a mature industrial area 
these delays to the logical course of economic development illustrate not 
only the poor adjustment of Latin type individualism to the cooperative 
demands of mass production and distribution, but also the hindrances 
that a strong family system can impose on changes in the ownership 
of enterprise. 


IV 


The dominant role of communication in economic development has 
been well recognized. Much of the writing of Harold A. Innis dealt 
with this theme. Arthur H. Cole made changes in communication the 


30 Cochran, Puerto Rican Businessman, p. 162. 
31 This statement refers only to the period to 1956. 
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basis for his stages of entrepreneurship.” Recently Richard L. Meier 
has said that change in the magnitude of economic factors, or growth, 
depends on “the flow of information and changes in the state of in- 
formedness.” ** These, in turn, are closely related to other cultural 
characteristics. If people are industrially oriented they will absorb more 
and more technological! learning, and progress accordingly, whereas if 
there is a lack of interest in such knowledge the rate of transfer may be 
too slow to affect economic change. Professor Gillin points out that in 
contrast to the normal pattern in the United States, Latin Americans 
have not been particularly receptive to ideas regarding technology.” 

As has been emphasized, their attitudes regarding delegation of 
authority, free discussion in committees, and objective experimentation 
with change also run counter to modern United States managerial con- 
cepts. Among seventy entrepreneurs in Puerto Rico only those who had 
prolonged schooling in the United States seemed able to make the full 
transition to the attitudes current in advanced management.* Some 
of the northern-educated Puerto Ricans made only part of the transi- 
tion. They talked the language of United States consultants but still 
reacted emotionally in the traditional patterns. Sometimes they dis- 
played the fashionable United States type of personality at the office 
and the traditional Spanish type at home. 

In Mexico “delegation may involve fundamental personality changes 
if it is to be effective.” °° Of the group of executives interviewed by 
Professor Fayerweather only two, “both of them young men who had 
rather exceptional educational experience, including extended stays in 
the United States, spoke intelligently about changes in their own 
attitudes, The rest were essentially lacking in what I shall call a learn- 
ing attitude.” ** He calls the partial transition described above as “the 
formal behavior level of learning” as distinct from “alterations in basic 
attitudes.” *° 


32 Arthur H. Cole, “An Approach to the Study of Entrepreneurship: A Tribute to Edwin 
F, Gay,” The Journal of Economic History, V, Supplement (1946), 10 ff. 

33 Social Science Research Council, Items, XIV, 2 (June 1960), 16. 

34 John Gillin, “Ethos Components in Modern Latin American Culture,” American Anthro- 
pologist, LVII (1955), 498. The reception pattern in the United States applies only to the 
more industrialized areas. For example, Texans of the land, cattle, and oil period, or roughly 
up to 1941, showed very little interest in general technical knowledge. Bankers did not try to 
learn about industrial risks, and Chambers of Commerce advised industrialists coming to 
Texas to bring their managers with them. See: Thomas C. Cochran, American Business System 
(Cambridge: Harvard University Press, 1957, pp. 172 ff. 

35 Cochran, Puerto Rican Businessman, pp. 143-44. 

36 Fayerweather, Executive Overseas, p. 20. 

37 Ibid., p. 116. 

38 [bid., p. 119. 
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There are, of course, a number of elements not directly connected 
with particular types of personality that also affect the rate of transfer 
of information and attitudes. Three such factors are: the size of firms; 
the stage of technology; and the type of products available. 

While the small entrepreneur has to be personally motivated to 
learn, the large firm can appoint a specialist to study new information. 
In 1950, for example, small businessmen in Puerto Rico had a tre- 
mendous amount of useful literature beamed at them by government 
and private agencies, but they paid little attention to it, taking their 
ideas from conversations with equally poorly informed fellow business- 
men or necessarily biased traveling salesmen.** As might be expected, 
the lack of cooperative tendencies in Puerto Rican culture kept trade 
associations weak and their contributions to technical information 
slight. On the other hand, relatively big business firms kept in touch 
with the latest developments in the United States through frequent 
visits by both specialists and chief executives. In the big company 
studied in Argentina 34 trips by a wide range of executives were made 
to the United States during the single year 1958. 

As a country reaches higher levels of technology with an almost 
inevitable increase in the size of firms the intake of outside information 
becomes greater, but its content is more complicated and more difficult 
to put into practice. This proposition becomes obvious when comparing 
widely separated periods of industrial development. At an early stage 
in industrialism the most advanced machines were not complex. In 
1811 Francis Cabot Lowell surreptitiously observed English and 
Scotch power looms, and with the help of a good mechanic constructed 
satisfactory copies in the United States. In the nineteen-thirties college- 
educated Italian engineers in the large plant in Argentina were unable 
efficiently to produce sealed compressors for refrigeration even though 
they had United States blueprints to work from. 

The transfer of knowledge regarding managerial practice appears, 
in part, to obey this same rule of increasing flow and increasing dif- 
ficulty. In the eighteen-thirties ideas of efficient bank management 
could be acquired by talking to cashiers in London or other large 
banking centers. By the nineteen-fifties the largest Puerto Rican bank 
found it worthwhile to pay a firm of consultants from Chicago a very 
large fee for redesigning the system of management. 

The acquisition of good working habits or “industrial discipline” 





89 Small businessmen in the United States are also hard to reach with new information, the 
difference is one of degree. 
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in the lower ranks has been speeded by products that create new wants 
or goals. The Latin countries discussed here, and a large part of the 
world area classed as underdeveloped, lie in the tropical or subtropical 
zones. Warm climate and long growing seasons reduce the need among 
the working class for costly housing and special preparation for winter. 
Habits of accumulation appear to be less developed; leisure may seem 
preferable to the discipline of steady employment. In the twentieth 
century, however, new forms of consumer durables at prices that work- 
ers can meet if given long-term instalment credit, have changed tropical 
attitudes. Everywhere radios, televisions, refrigerators, washing ma- 
chines, motor scooters, and automobiles have had great mass appeal. 
Like the Calvinistic force of doing God’s work, desire for these objects 
converts idlers in the sun to machine tenders and office workers. The 
goals of the culture having been partially reshaped from preference 
for leisure to preference for consumer durables, the effect becomes 
cumulative.“ Employees become more reliable and real wages rise; 
this, in turn, provides for larger consumption and makes the durables 
into more universal and mandatory marks of social prestige.** During 
the politico-economic confusions of the Péron regime this process was 
going on in Argentina, and was obvious during the same period in 
Puerto Rico. 


V 


This paper must be as unsatisfying and inconclusive as the present 
state of the analysis of culture and personality or of theories in social 
psychology. My aim has been to indicate by argument and example 
that the cultural elements that have to be included in any compre- 
hensive approach to either economic growth or economic history can 
be analyzed. 

From the material discussed, the following propositions may be 
offered regarding differences important for economic growth between 
United States and Latin American culture and personality. Compara- 


40 These durables have also altered culture in the developed temperate areas in ways that 
cannot be discussed here. 

41 Since history presents cases of partial and gradual although increasingly successful in- 
dustrial development, I cannot altogether agree with W. W. Rostow’s description of a take-off 
stage, or with Yusif A. Sayigh's observation that for sustained development an underdeveloped 
society must accept “the total challenge with its inevitable logic.” W. W. Rostow, The Stages 
of Economic Growth (Cambridge: Cambridge University Press, 1960); Yusif A. Sayigh 
“Innovating Enterprise and Development,” Mimeo. for Center for International Affairs, Harvard 
University, December 17, 1959, Pp. 3- 
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tively the Latin American complex: 1) sacrifices rigorous economically 
directed effort, or profit maximization, to family interests; 2) places 
social and personal emotional interests ahead of business obligations; 
3) impedes mergers and other changes in ownership desirable for 
higher levels of technological efficiency and better adjustment to mar- 
kets; 4) fosters nepotism to a degree harmful to continuously able 
top-management; 5) hinders the building up of a supply of competent 
and cooperative middle managers; 6) makes managers and workers 
less amenable to constructive criticism; 7) creates barriers of disinterest 
in the flow of technological communication; and 8) lessens the urge 
for expansion and risk-taking. These Latin qualities are not necessarily 
detriments to the good life, perhaps just the opposite, but they are 
hindrances to material progress under the Anglo-American concepts 
of a market-oriented capitalist economy. 

As one inadequately versed in current economic and psychological 
hypotheses it would be presumptious for me to say just how these 
elements should be utilized by theorists. Certain limitations, at least, 
seem apparent to the outsider. In spite of the work of Professor McClel- 
land and others, measurement of these cultural differentials still seems 
rather remote. Yet, as qualities or tendencies they appear reliably 
identifiable. At present they suggest that the anticipated responses on 
which North Americans base economic or political activities may not 
be the same in Latin American or other countries. As against our in- 
evitable desire to apply universal historical analogies and formulate 
general economic laws, to behave as though roles were played every- 
where as in the United States, cultural differentials are warnings that 
each area will make its own amendments. 

Lastly, the growing recognition of the inescapable importance of 
these basic cultural considerations may be ushering in a new period of 
the generalist in contrast to more than a generation of increased spe- 
cialization. If so, the economic historian can hope that his methods of 
descriptive integration and tentative generalization may regain the 
prestige they enjoyed in the social science of the late nineteenth and 
early twentieth centuries. He may still lack answers or often fail to 
hit on the right question, but he has to work with all the variables 
and the results of their interaction as historical record. 


Tuomas C. Cocuran, University of Pennsylvania 


* 





Economic History: One Field or Two? 


S Economic History one subject or two? The question has been posed 
| pee during the present century, each time by the growth of a 
vigorous body of research concerned with economic changes over time 
but developed largely in isolation from conventional economic history. 
In each case the new work was quantitative in method, and the result 
was the phenomenon of two separate bodies of scholarship—the one 
written in prose and calling itself economic history, the other written 
mainly in figures and calling itself by another name. 

The first of these quantitative innovations was the systematic study 
of business cycles, particularly as developed under the auspices of the 
National Bureau of Economic Research. Though its leading figure was 
Wesley Mitchell, whose own first writing was in economic history, 
the study of business cycles developed greater and greater separateness 
from conventional economic history precisely as it succeeded in refining 
its own methods. An early publication of the Bureau, Willard Thorp’s 
Business Annals, used much the same materials that economic histor- 
ians have always used, such as contemporary newspaper accounts. Later, 
as the cycles students were able to perfect a greater and greater number 
of time series, their work consisted more and more of the analysis and 
manipulation of the figures themselves, and they found less and less 
occasion to make use either of the writings of economic historians or 
of the conventional sources of economic history. The separation has 
been much less complete in studies of business fluctuations in Great 
Britain, perhaps because the use of time series has not reached the 
degree of elaboration practiced in the United States and perhaps also 
because there has been a closer connection between the work of e:o- 
nomic historians and economic theorists. The notable recent books of 
R. C. O. Matthews and J. R. T. Hughes represent what Matthews calls 
the “quantitative-historical method” making use of what he describes, 
half apologetically, as “literary” as well as statistical evidence.’ In the 
United States, however, the study of business cycles and conventional 
economic history are for the most part carried on in separate compart- 


1R. C. O. Matthews, A Study in Trade-Cycle History, Economic Fluctuations in Great Britain, 
1833-1842 (Cambridge: Cambridge University Press, 1954), esp. p. xiii, and J. R. T. Hughes, 
Fluctuations in Trade, Industry, and Finance, a Study of British Economic Development, 1850- 
1860 (Oxford: Oxford University Press, 1960). As the subtitle indicates, Hughes is concerned 
with growth as well as fluctuations. 
53% 
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ments, though the presidential address of Arthur F. Burns to the Ameri- 
can Economic Association makes a notable contribution to general 
economic history in analyzing the changing impact of the business 
cycle on the economy.” 

The second new body of scholarship is that described under the still 
more recent rubric of Economic Growth. Its origin lies in the current 
interest in the problems of economic development, and its primary and 
original purpose was to contribute to an understanding of these prob- 
lems by the quantitative analysis of past economic growth, with par- 
ticular emphasis on “estimates of national income, wealth and their 
components.” * In 1940, as you will recall, the Social Science Research 
Council sponsored a Committee on Research in Economic History 
which made a notable contribution to the advancement of our pro- 
fession. In the nineteen-fifties, the Social Science Research Council 
sponsored a Committee on Economic Growth which has subsidized 
research in the new area, organized conferences, and published their 
results. With this encouragement, a significant body of material has 
already appeared and further research is flourishing. 

For economic historians, the rise of this newer field poses a more dis- 
turbing question than did that of cycle study. The latter after all 
occupied an area of inquiry which was of great practical and theoretical 
importance but which was well defined and clearly delimited. Its 
principal concern was with the isolation and analysis of a recurrent and 
persistent phenomenon of capitalistic society, the business cycle. The 
changes in which it was most interested, at least in its purest form, were 
oscillations around an equilibrium or trend line. The study of continu- 
ity and of patterns of regularity is, of course, just as legitimately a part 
of economic history as the study of change; yet it is true that economic 
historians have been on the whole more interested in the analysis of 
changes in economic institutions. The quantitative changes with which 
they have been most concerned have been long-run rather than short- 
run, trends rather than fluctuations, and typically cumulative or ir- 
reversible rather than cyclical in character. But it is precisely with these 
changes, or at least with one major variety of them, that Economic 


2 Arthur F. Burns, “Progress Toward Stability,” American Economic Review, L (March 
1960), 1-19. Another variant is represented by Rendigs Fels, American Business Cycles, 1865- 
1897 (Chapel Hill: University of North Carolina Press, 1959). “The study follows the his- 
torical approach,” involving “systematic use of non-statistical as well as quantitative informa- 
tion, and tailor-made explanations of individual cycles.” (p. 15); but the author explains that 
he writes not as “an economic historian working on the cyclical aspect of his field” but as “a 
specialist in business cycles working on a historical topic.” (p. 3). 

3 Simon Kuznets, “Notes on the Study of Economic Growth,” Social Science Research Coun- 
cil, Items, XIII (June 1959), 13. 
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Growth is concerned. Moreover, the difficulty of distinguishing be- 
tween the fields of economic history and Economic Growth is further 
confounded by the fact that the work appearing under the new title 
is no longer entirely confined to the use of quantitative methods. Wit- 
ness the recent publication of a symposium entitled “The Role of the 
State in Economic Growth.” * Could any subject be closer to the work 
of many members of our guild? If.the study of major economic 
changes, and their analysis in terms of institutional factors, are not the 
central business of economic history, it is hard to see what our business 
is. If these are tasks that can be done better by scholars operating under 
another banner, is there any remaining purpose for us to serve? 

The challenge is a serious one. Perhaps economic historians of the 
traditional sort are indeed the handloom weavers of a new intellectual 
revolution. But before we abdicate in favor of the students of Economic 
Growth and before we join the march into the electronic factories, 
there are certain questions that require consideration. Two in particular 
have been defined by the committee that planned this morning’s pro- 
gram. The first concerns the promise and the potentialities of the 
quantitative analysis of economic change, whether applied to the 
study of “growth” or to other historical problems. What is the new 
strength that can be added by use of modern quantitative methods, and 
what are their limitations? The second concerns the adequacy and ap- 
propriateness for economic historians of the concept of Economic 
Growth. Can it properly be regarded as furnishing either the sole or 
the central organizing principle for the analysis of economic change? 
The first of these questions will be examined by the Purdue University 
team of Lance Davis, J. R. T. Hughes, and Stanley Reiter, and the 
second by Barry Supple of McGill University. My function is only to 
introduce the discussion, and I should like to do so by stating the issues 
in a somewhat different form: What, if anything, have the students of 
Economic Growth contributed to the understanding of economic 
change that economic historians of the more conventional sort had 
failed to supply? What contributions toward such understanding, if 
any, can be made only by economic historians using qualitative as well 
as quantitative methods? 

A first essential is to recognize the elements of strength and promise 
in the work on Economic Growth. Its outstanding virtue is that it is 
related to a major problem, that of economic development. Its efforts 
to measure past economic growth are a direct outgrowth of the over- 





4Hugh G. Aitken, ed., The Role of the State in Economic Growth (New York: Social 
Science Research Council, 1959). 
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riding current interest, theoretical and practical, in devising methods 
for the deliberate encouragement and promotion of economic growth, 
particularly in the underdeveloped countries. By contrast, it must be 
admitted that a considerable part of what has passed as economic his- 
tory appears to have been written with little explicit relationship to any 
economic problems at all; and it is possible to think of works in our 
field that are hardly more than chronicles or even collections of curiosa. 
But the strength and significance of work in economic history has 
always depended on the degree to which it was related to economic 
generalizations, to the great issues of economic organization and policy. 
Today there appears to be something of a consensus within our pro- 
fession that the question of economic development offers the most 
stimulating central theme, the greatest promise of fruitful synthesis of 
theory and history, and the largest possibility that economic historians 
may make a useful contribution toward the improvement of public 
policy.° 

Even more obvious is the strength of the work in Economic Growth 
in its use of the quantitative method. Scholars in the field have found 
new data by diligent and systematic search, have constructed new 
and relevant time series, and have developed new methods with great 
ingenuity. At the same time similar contributions to quantitative 
method and materials have been made by economic historians who do 
not consider themselves students of “growth.” In the case of most of 
this work, on the part of either group, the scholar of less quantitative 
bent can only applaud and accept. Where he has been in the habit of 
saying “largely” and “mostly” and the statistician demonstrates that the 
proportion is really 25 per cent or go per cent, the historian’s obligation 
is clear: he must either change his adverb or substitute the more signifi- 
cant figure. When Hughes and Reiter present complete figures on the 
first 1,945 steamships, there is no longer any excuse for attempting to 
date the rise of steam, or the substitution of iron for wooden vessels, 


5 A vigorous recent statement of this position is contained in Hugh G. J. Aitken, “On the 
Present State of Economic History,” Canadian Journal of Economics and Political Science, XXVI1 
(Feb. 1960), 87-95. An earlier discussion took place at the Williamstown meeting of the 
Economic History Association, at which W. W. Rostow described the study of economic develop- 
ment as “the most natural meeting place of theory and history” and “the major common 
task . . . of economists and historians.” Journal of Economic History, XVII (Dec. 1957), 
509-23, 545-53. In an unpublished paper on “Economic History and Economic Development” 
written for the University of Texas Conference on Economic Development in April 1958, the 
present author declared that economic historians would “gain greater vigor in their own work 
by giving more conscious attention to the problem of economic development. By so doing they 
will be able to take a more effective part in the common task which, in its application to the 
aspirations of the less developed countries, seems to me the most intellectually challenging and 
the most generously-directed concern of the economists of our day.” 
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on the basis of scattered descriptive materials.° But this is the kind of 
use of quantitative materials that economic historians have always 
made. Recall for example the famous passage in Clapham’s Economic 
History of Modern Britain, devoted to the theme, “We are not cotton- 
spinners all.” In this he makes painstaking use of the census figures to 
demonstrate how small a sector of the British economy was quickly 
revolutionized by the industrial revolution. But recall also what Clap- 
ham did when he wished to compare the levels of income in various 
countries and no one had compiled the figures of national income so 
popular in our own day. He went to the rag dealers; when they told 
him that American and Canadian rags brought the highest price and 
Italian and Greek rags the lowest, he presented this as his evidence on 
relative standards of living.’ Economic historians have always rested 
heavily on economic arithmetic. They will doubtless learn, perhaps 
with some lag, to make use of economic algebra and economic calculus. 
But I trust they will also continue to use their wits, like Sir John Clap- 
ham, when they need answers that the quantitative methods do not 
supply. 

A third virtue of the work in Economic Growth is its bold applica- 
tion of the method of comparison between countries. Economic his- 
torians have talked a good deal about the importance of comparative 
studies and the insights they should provide. Recall, for example, the 
discussion at our Williamstown meetings under the leadership of 
Sylvia Thrupp and W. T. Easterbrook.* But the students of Economic 
Growth have been more enterprising than most of us in actually under- 
taking such comparisons. The book on “The Role of the State” brings 
together papers applying a common set of questions to ten countries or 
regions. One major part of the program of The Committee on Eco- 
nomic Growth “is to produce for a number of foreign countries com- 
parable series of long-term records of economic growth.”*® As one 
example of the insights obtained by this comparative method, I should 
like to cite the demonstration by Bert F. Hoselitz and Simon Kuznets 
that “the supply of agricultural land per capita is much lower in most 


6 J. R. T. Hughes and Stanley Reiter, “The First 1,945 British Steamships,” Journal of the 
American Statistical Association, LIII (June 1958), 360-81. 

TJ. H. Clapham, An Economic History of Modern Britain, the Early Railway Age, 1820-1850 
(Cambridge: Cambridge University Press, 1926), Preface and chap. Il; The Economic Develop- 
ment of France and Germany, 1815-1914, 3rd. edition (Cambridge: Cambridge University 
Press, 1928), p. 407. 

8 Journal of Economic History, XVI (Dec. 1957), 554-602. See also Carter Goodrich, “The 
Case of the New Countries,” in Douglas F. Dowd, ed., Thorstein Veblen, A Critical Reappraisal 
(Ithaca: Cornell University Press, 1958). 

® Kuznets, “Notes on the Study of Economic Growth,” p. 13. 
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underdeveloped countries today” than it was in the countries of West- 
ern Europe, and a fortiori in the United States, on the eve of their 
industrial revolutions.” This is a sobering observation and one of great 
significance in assessing the prospects of development. 

Yet there remain certain points to be considered before economic 
historians can agree to abdicate in favor of the new discipline of Eco- 
nomic Growth. In the first place, economic historians cannot accept 
its limitations either as to time or to subject matter. For Economic 
Growth the past is prelude, or at best “pre-conditions,” to a single 
apocalyptic event, which used to be called the industrial revolution and 
is now called the take-off into self-sustained economic growth. Every- 
thing before this lies in an undifferentiated limbo, a sort of economic 
B. C. But this will not satisfy the intellectual interests of those members 
of our guild who are curious about the course of economic life in 
primitive societies, in a “distributive economy” like ancient Egypt, in 
Greece or Rome, or in the Middle Ages. Not all students will be willing 
to regard the history of the “hydraulic economy” of China as mere 
preface to the Big Push of the Chinese Communists.” 

Nor is economic development the only general question with which 
economic historians have been or should be concerned. Much of the 
classic work in the field has been devoted to the study of the relations 
between technological and economic changes on the one hand and 
social structure and political alignments on the other. The objective of 
increasing per capita income—however vital it appears in the face of 
the poverty and the aspirations of the developing countries—is not the 
only valid end of economic policy. Other issues involving human 
values and other effects of economic changes,—on the distribution of 
income between individuals and classes, on stability or instability of 
employment, on the quality of the working life and on personal rela- 
tions within industry—have provided central themes for economic 
historians in the past. A considerable body of the work in the field 
has indeed been devoted not to the triumphs of economic development 
but to an appraisal of the social costs incurred in the process of the 
industrial revolution. Not all economic historians will be willing to 
accept the limitation to concern with a single issue of policy, and mem- 

10 Simon Kuznets, “Underdeveloped Countries—Present Characteristics in the Light of Past 
Growth Problems,” an unpublished paper prepared for the University of Texas Conference on 
Economic Development, 1958, p. 3, citing Bert F. Hoselitz, “Population Pressure, Industrializa- 
tion and Social Mobility,” Population Studies, X1 (Nov. 1957), 122-35, esp. Table 1. 

11 For definition of “distributive economy,” see Karl Polanyi, Conrad M. Arensberg and 
Harry W. Pearson, eds., Trade and Market in the Early Empires (Glencoe, Ill.: The Free Press, 


1957). For definition of “hydraulic economy,” see Karl A. Wittfogel, Oriental Despotism, a 
Comparative Study of Total Power (New Haven: Yale University Press, 1957), esp. chap. II. 
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bers of the profession must remain free to act as critics as well as cele- 
brants of economic progress. 

Even economic historians who are primarily concerned with a study 
of the recent past and of its implications for the present and future, and 
who accept for our own day the primacy of economic development as 
a central theme, will find that the quantitative method has distinct 
limitations. This is true even in the description of economic growth. 
Figures of income and production, however cleverly devised, will tell 
only part of the story; and this is particularly true of the decisive 
changes by which a fully pecuniary economy replaces an older order 
based largely on production for subsistence and barter. Since by its 
nature one of these societies produces abundant figures and the other 
does not, a quantitative statement of the difference between the two 
must rest very heavily on the method of imputation. 

What is more important is that attempts to deal with causation, to 
consider what factors lead to development in one situation and stagna- 
tion in another, necessarily become qualitative in their nature. En- 
couragement of national income accounting in the developing coun- 
tries, and the use of such techniques as input-output analysis, may be of 
great practical value in assisting these countries to formulate their ob- 
jectives and to test their results. But they will not of themselves tell 
why some programs succeed and others fail. The western economist 
who goes to an underdeveloped country on a mission of technical 
assistance quickly discovers that the most stubborn obstacles in the way 
of increased production are matters of deep-rooted habit and customs 
and social attitudes, and many of the academic students of economic 
development have come to ask their questions in similar terms. What 
are the factors that produce what Arthur Lewis calls “The Will to 
Economize?” ** What makes for the spread of the pecuniary calculus? 
Under what circumstances will the masses of the people see economic 
advancement as a real possibility? What factors make for resistance 
or receptivity to technological change and to the unfamiliar disciplines 
of factory and office? What determines the balance of savings against 
conspicuous consumption ? Under what circumstances will business and 
especially industrial leadership acquire the prestige held by the older 
occupations of government, war, religion, and landed proprietorship ? 
What are the sources of vigorous entrepreneurship, private or govern- 
mental ? 

None of these questions can be answered solely in quantitative terms. 


12 W. A. Lewis, The Theory of Economic Growth (London: George Allen & Unwin, 1955), 
esp. chap. II. 
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No doubt they are difficult to answer in any terms at all, but it must be 
emphasized that questions exactly like these have been explored by 
economic historians in their attempts to explain the transformation of 
the western world. Such studies, indeed, form a large part of the cor- 
pus of traditional economic history. Consider for example the contri- 
butions of Werner Sombart on the spread of bookkeeping and ac- 
countancy, of Max Weber and R. H. Tawney on the Protestant Ethic, 
or of Schumpeter and the entrepreneurial school on the nature of 
business leadership and innovation. The President of our Association 
has recently provided a specific example of the application of historical 
method to a developmental problem by asking Puerto Rican business- 
men of today questions quite similar to those which he asked of the 
letters and journals of the American railroad leaders of the nineteenth 
century.”® The attempt to understand the conditions of economic prog- 
ress in the developing countries will require the full and sensitive ap- 
plication of the insights and methods that have been devised by the 
economic historians of the past, together with imaginative use of the 
newer contributions of sociology and anthropology. What is needed 
in the study of economic development is a broadening of the range of 
inquiry rather than a narrowing to purely quantitative method. 

I asked at the beginning of this paper whether economic history was 
to be thought of as one field of inquiry or two. No one, I am sure, would 
wish to impose a single orthodoxy of method. I should, however, re- 
gard it as a tragic waste of intellectual resources if the present lines of 
division among students of economic change were to harden into the 
establishment of two separate and non-communicating disciplines. 
Economic historians of the more conventional sort have great need of 
the stimulus provided by the students of Economic Growth with their 
concentration on a major problem, their powerful use of quantitative 
techniques, and their emphasis on comparative study. But the students 
of Economic Growth have, I believe, no less need of the insights and 
the methods of the economic historians who write prose, who use 
“literary” as well as statistical sources, and who attempt to understand 
the infinite variety of social factors that determine the complex proc- 
esses of economic development. 


Carter GoonpricH, Columbia University 


13 Thomas C. Cochran, The Puerto Rican Businessman, a Study in Cultural Change (Phila- 
delphia: University of Pennsylvania Press, 1959), and Railroad Leaders, 1845-1890, the Busi- 
ness Mind in Action (Cambridge: Harvard University Press, 1953). 





Aspects of Quantitative Research 
in Economic History 


F we are successfully to relate our work with the main body of Eco- 

nomic History, we must be able to show the fundamental relationship 
between quantitative analysis and more conventional methods of 
economic historians. The historian reconstructs events of the past, and 
with them attempts to understand the institutions and modes of be- 
havior associated with those events. He seeks to construct a consistent 
story revealing the fundamental nature and meaning to us of the past, 
thus creating insight into the past and understanding of it—something 
considerably beyond a mere account of what probably happened. How- 
ever, this story must be based upon, and be consistent with, the recon- 
structed events of the past, “what probably happened.” 

This view of historical study is a familiar one and, in fact, almost any 
working historian would accept it as a definition of his activities. What 
has this view to do with quantitative methods in economic history, and 
how does quantitative economic history differ from non-quantitative 
writing in economic history? The answer lies partly in the nature of 
the materials from which the reconstruction is to be made, and partly 
in the technique employed to analyze these materials. We may dis- 
tinguish two broad classes of materials. First, each society generates its 
own accounts of, and commentaries upon, contemporary affairs, as 
well as its own histories of the past. This class of materials can be more 
or less explicitly labeled historical writings. Second, in the course of its 
characteristic processes each society generates a body of artifacts, debris 
left behind in time. The processes of economic life, for example, pro- 
duce masses of receipts, books of account, legal documents, tax returns, 
and various kinds of rolls, lists, and records; and these materials can 
be used to reconstruct the past. Such a reconstruction is analogous to 
the process frequently employed by archeologists who utilize the sur- 
viving debris of an ancient city to provide materials for understanding 
the civilization that built it and lived there. Characteristically, this 
material consists of a mass of individual items, each of which contains 
a relatively insignificant piece of information. This collection, originally 
generated for purposes other than historical study, usually requires 
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reorganization and analysis to enable the information contained to be 
brought to a form useful to the historian. That is, the information must 
be organized on some principle and made the basis of inferences about 
the past, a task familiar to the historian, but that also contains the 
essential elements of a statistical problem. 

If we had at hand every item of the kind under consideration (for ex- 
ample, every warehouse receipt issued in New York State between 1870- 
1900), we would face the task of formulating meaningful questions 
with which to confront these data, and of organizing the data to bear 
on these questions. Thus we might be interested in the geographical 
distribution of warehouses, in the time-shape of business activities, in 
the commodity composition of consumption, or in the profitability of 
warehousing, and each question would require a different method of 
systemization and analysis. We must, therefore, first formulate a statisti- 
cal-historical model in terms of which historical meaning can be given 
to the observations. Having formulated such a model, we are still 
confronted with a large collection of observations that must be statisti- 
cally summarized and described. We shall have more to say later about 
the problems of data processing. 

In fact, however, since we generally do not have the complete collec- 
tion of all observations of a given land, but rather only a sample of the 
surviving ones, the study of the historical process is even more compli- 
cated. For in addition to the question of analysis and systemization, we 
must also decide, on the basis of the observations at hand, what the 
whole collection would reveal if we had access to complete information. 
This last is the problem of statistical inference. 

In brief, the logical structure necessary to make historical reconstruc- 
tions from the surviving debris of past economic life essentially involves 
ideas of history, economics and statistics. The offspring of such an act 
of interdisciplinary miscegenation calls for a name worthy of it; at 
Purdue the resulting discipline has been labeled “Cliometrics.” 





II 


Your chairman has on occasion jocularly referred to us as the authors 
of La Loi Lafayette because of the frequent appearance of the tools of 
statistics and data processing in our work; however, this classification 
gives us too much credit. An examination of the literature of economic 
history indicates that, while the qualitative stream in the discipline has 
usually been the larger, there has been from earliest times a significant 
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and respectable flow of quantitative work. The political arithmeticians 
—Graunt, King and the like—as early as the seventeenth century were 
trying to infer from data an explanation of some aspects of economic 
history.’ In 1851 William Newmarch produced his pathbreaking study 
on the circulation of bills of exchange—a study that, in statistical 
sophistication (given the knowledge of the time), is the equal of any- 
thing produced more recently.” At yet a later date, F. W. Taussig’s 
History of the Tariff, and still later, the work of Arthur Cole (as repre- 
sented both by his work on the evolution of the American foreign 
exchange market and with W. B. Smith, Fluctuations in American 
Business 1790-1860), were attempts to infer the state of the world of 
the past from quantitative information.’ The National Bureau of Eco- 
nomic Research, although not much given to interpretation, has 
produced a vast amount of quantitative information that others could 
use, and the works of some of their authors (Kuznets, for example) 
certainly fall within the category of quantitative economic history.* 
More recently excellent work combining economic theory and quantita- 
tive methods can be found in R. C. O. Matthew’s A Study in Tade 
Cycle History and in what is perhaps the most notable recent study 
of this kind, the paper by Conrad and Meyer on slavery in the ante 
bellum south.° 


1 See, for example, Charles D’Avenant, An Essay Upon the Probable Method of Making a 
People Gainers in the Balance of Trade (London, 1699); John Graunt, Natural and Political 
Observations Mentioned in a Following Index and Made Upon the Bills of Mortality (London, 
1662); Gregory King, Natural and Political Observations and Conclusions Upon the State and 
Condition of England 1696 (London, 1810); Charles H. Hull, ed., The Economic Writings of 
Sir William Petty (Cambridge, Mass., 1899). 

2 William Newmarch, “An Attempt to Ascertain the Magnitude and Fluctuations of the 
Amount of Bills of Exchange (Inland and Foreign) in Circulation at One Time in Great 
Britain, in England, in Scotland, in Lancashire, and in Cheshire, Respectively, During Each of 
the Twenty Years 1828-1947, Both Inclusive; and Also Embracing in the Inquiry Bills Drawn 
Upon Foreign Countries,” Journal of the Statistical Society of London, X1V (1851), 143-92. 

3 Frank W. Taussig, The Tariff History of the United States (New York and London; G. P. 
Putnam’s Sons, 1888); Walter B. Smith and Arthur H. Cole, Fluctuations in American Business 
1790-1860 (Cambridge, Mass.: Harvard University Press, 1935); Arthur H. Cole, “Seasonal 
Variation in Sterling Exchange,” Journal of Economic and Business History, 11 (Nov. 1929) 
203-318; Arthur H. Cole, “Evolution of the Foreign Exchange Market of the United States,” 
Journal of Economic and Business History, 1 (1928), 384-421. 

4See, for example, Simon Kuznets, National Product Since 1869 (New York: National 
Bureau of Economic Research, 1946); or Simon Kuznets, Secular Movements in Production and 
Prices; Their Nature and Bearing Upon Cyclical Fluctuations (Boston and New York: Houghton 
Mifflin, 1930); or “Long-Term Changes in the National Income of the United States Since 
1870,” Income and Wealth of the United States Trends and Structure, Series ll, pp. 10-246. 

5 Robert C. O. Matthews, A Study in Trade Cycle History; Ec ic Fluctuations in Great 
Britain, 18 33-1842 (Cambridge, England: University Press, 1954); Alfred H. Conrad and John 
R. Meyer, “The Economics of Slavery in the Ante Bellum South,” Journal of Political Economy, 
LXVI (April 1958), 95-130. 
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None the less, the total amount of work in the field is small. Why? 
Is it because quantitative work is unrewarding? We think not. The 
dearth of quantitative economic history can probably be traced to two 
factors: first, the extraordinary effort that has been necessary in the 
past to sift and classify quantitative information; and second, the rela- 
tively recent development of statistical theory and techniques capable 
of handling these problems. Let us examine each of these problems in 
turn. 





Ill 


Recently developed computing equipment has opened to economic 
historians the possibility of performing prodigies of data-processing and 
statistical calculation. Where the archeologist can dig with spade and 
hard labor into the mounds of the past to unearth artifacts, the eco- 
nomic historian needs power shovels and bulldozers to move the 
mountains of paper records. The power shovels and bulldozers are 
now available to economic historians, but these developments in the 
analysis of data by machine processing methods have scarcely been 
applied to the more significant questions of economic history. We need 
to recognize that data-processing at last provides us an opportunity to 
study the kinds of problems that, because of the unwieldiness of the 
purely mechanical processes of computation, have long been cast aside. 

There is nothing novel or revolutionary in the problems themselves. 
There have always been problems in which masses of data had to be 
“processed” by one means or another; the early work on index numbers 
by Jevons and Sauerbeck are well-known examples of such large- 
scale computations. Another, and better, example of early data-process- 
ing is to be found in the work of one of our most illustrious predeces- 
sors, William Newmarch. His work is a particularly germane example 
of the nature of data-processing problems. 

Newmarch’s celebrated survey of the circulation of bills of exchange 
in Great Britain, one of the most brilliant contributions to the British 
monetary-policy debate of the mid-1gth century (although not one 
which noticeably affected policy, interestingly enough), and subse- 
quently, one of the pieces of historical evidence most often used in the 
study of roth century monetary phenomena, appeared in 1851.° Anyone 
who has processed data will experience a distinct “shock of recogni- 
tion” when he first reads Newmarch’s paper. Newmarch obtained a 


6 Newmarch, “Circulation.” 
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sample “at hazard” of the total bill circulation. The sample size was 
4,307 inland and foreign bills with a nominal value of £ 1,216,974. From 
each bill he took three pieces of information, or a total of 13,101 sep- 
arate pieces of numerical information. On the basis of these data and 
the stamp-tax returns on bills of exchange for Great Britain and certain 
subdivisions Newmarch was able to compute an estimate of the total 
bill circulation. In his computation only three arithmetic operations 
were required once the initial classification and organization of the 
data had been done. Such a study by present-day computing standards 
would not be cumbersome. In “The First 1,945 British Steamships,” 
for example, there were 13 initial observations per ship, or 25,285 sep- 
arate pieces of numerical information on 1,945 punch cards." Once on 
the cards, the actual computing (far more extensive than was New- 
march’s) of tonnages, estimated speeds and the index of transport 
capacity was not a particularly tiresome job. But in Newmarch’s case, 
one hundred years ago, 13,101 separate pieces of information to be 
classified, summed, averaged, and the results used to convert stamp-tax 
yields into aggregate value figures was an enormous undertaking. 
After explaining his ingenious methods to his audience, Newmarch 
noted that the final operations were: 


. . clearly a mere matter of calculation; but I confess that, if I had foreseen, 
before I undertook the task, the extent and severity of the labour it would impose, 
I am not at all certain that I should have ventured upon the inquiry.® 


That data-processing on this scale was done so long ago with quill 
pens instead of electronic computers underscores our main point. It is 
only the absence of machinery which is novel in the Newmarch story, 
not the presence of a data-processing problem. Some kinds of historical 
problems are by nature data-processing problems. In the past they have 
too often (but perhaps understandably) been neglected simply because 
too much labor was involved. Today, with the purely mechanical 
computational problems much reduced, economic historians have the 
means to study these questions. In particular these new techniques will 
permit the opening of new sources that, while always in existence, have 
heretofore been largely closed to research because of the magnitude of 
the task involved. First, business records that hold many of the answers 


7 Jonathan R. T. Hughes and Stanley Reiter, “The First 1,945 British Steamships,” Journal 
of the American Statistical Association, LIM (June 1958), 360-81. 
8 Newmarch, “Circulation,” p. 149. 
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to questions concerning early 19th century American development 
can be made available to the study of broader questions than the history 
of a single business. While corporate letters, minutes and like docu- 
ments have long been utilized in business history, the labor involved in 
organizing sales slips, time cards and the like has frequently prevented 
their use in producing data on prices, output, investment and employ- 
ment that would be more useful to the economic historian. Second, 
largely unorganized government data existing in committee and bureau 
reports could be brought together in manageable shape. And third, even 
correspondence, long a bug-a-boo of historians, could, perhaps, be 
better analyzed by data-processing techniques together with some form 
of content analysis. Both economics and economic history stand to gain 
enormously if this work is done and done wisely. 

Our work at Purdue along these lines is, we hope, only the beginning 
of extensive data-processing work in Economic History. Since 1957 five 
data-processing studies in Economic History have been produced at 
Purdue. In all of our studies we have developed entirely new statistical 
series which are now readily available as “building blocks” for other 
economic historians to use in their studies. Our main results from these 
five papers may be briefly summarized. 

In “Sources of Industrial Finance: The American Textile Industry, 
A Case Study,” one hundred seventy-five observations on each of eight 
financial variables were brought together in a multiple regression 
model. The analysis of this data indicated that heretofore economic 
historians had tended to overstate the role of retained earnings in 1gth 
century American corporate finance and understate the role of bor- 
rowed capital. In addition, the analysis indicated, as might be suspected, 
that the importance of loans grew concomitantly with the development 
of the capital markets and that a firm’s capital structure was responsive 
to short-term changes in the capital markets, output and employment.® 

In “Stock Ownership in the Early New England Textile Industry,” 
data-processing techniques were used to systematize some 3,782 separate 
stock accounts (representing the equity holdings of a least 854 individ- 
uals and firms in eleven textile mills) to uncover the trends in stock 
ownership over the period 1829 to 1859. The analysis indicates, first, 
that while mercantile capital represented a large proportion of the 
investment, the transfer from mercantile to industrial capital appears to 
have been slower than has been generally assumed. Second, that there 





®Lance E. Davis, “Sources of Industrial Finance: The American Textile Industry, A Case 
Study,” Explorations in Entrepreneurial History, 1X (April 1957), 189-203. 
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was a considerable degree of backward integration with textile mer- 
chants and mercantile firms contributing a significant block of capital. 
Third, that financial intermediaries made a substantial contribution to 
the finance of new industry. And fourth, that out-of-state and foreign 
investors made no significant investments.”° 

In “The First 1,945 British Steamships,” the growth of the British 
steam merchant marine up to 1860 was chronicled and measured in 
detail, by type of propulsion and build. It was shown that not only was 
this development more rapid than had previously been thought, but 
that the transport capacity of the fleet grew more rapidly than did the 
tonnages to the extent that it could have played the powerful role in 
overseas earnings which had been assigned to it by contemporaries, and 
which had been heavily discounted by modern scholars.” 

In “The New England Textile Mills and the Capital Markets: A 
Study of Industrial Borrowing 1840-1860,” 2,385 industrial loans were 
systematized by machine techniques in order to provide some new 
information about the ante-bellum capital markets. The analysis pro- 
duced a new series of interest rates independent of the frequently-cited 
Bigelow estimates. It seemed to indicate that a theory of a sectored 
money market better explains the term structure of rates than does the 
more classical Lutz-Hicks expectation theory, and it presents some new 
data of the relative importance of various types of lenders in the mar- 
kets and the cyclic and secular changes in the composition of this 
lender group.” 

Finally, in “A Dollar Sterling Exchange 1803-1895,” data processing 
techniques permitted us to organize 2,789 bills of exchange and, from 
the bill prices, to deduce a series of pure exchange rates. In addition to 
this new series, the analysis indicates that exchange rate stability did 
not always characterize “the gold standard”; instead, it is only after 
1875, when transportation, communications, and the money markets 
had evolved into near-modern form, that exchange stability became 
common. Finally, the paper casts further light on the development of 
the foreign exchange market and the rise of the major foreign ex- 
change houses—a subject previously explored by Arthur Cole.”* 


10 Lance E. Davis, “Stock Ownership in the Early New England Textile Industry,” The 
Business History Review, XXXII (Summer 1958), 204-22. 

11 Hughes and Reiter, “1,945 Steamships.” 

12 Lance E. Davis, “The New England Textile Mills and the Capital Markets: A Study of 
Industrial Borrowing, 1840-1860,” The Journal of Economic History XX (March 1960), 1-30. 

13 Lance E. Davis and Jonathan R. T. Hughes, “A Dollar Sterling Exchange 1803-1895,” 
Economic History Review (August 1960). 
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IV 


We now turn our attention briefly to statistical inference. Broadly 
speaking, statistical inference refers to a body of techniques that permit 
the user to garner with some confidence a knowledge of certain char- 
acteristics of populations on the basis of observations from these popu- 
lations. For example, Newmarch’s estimate of the average value of all 
bills based on the average of the sample drawn is a statistical inference. 
In that case the unknown quantity (called a parameter) is the average 
of all bills. In the Hughes and Reiter paper on the first 1,945 steamships 
a more elaborate, but essentially similar, technique was employed to 
estimate the speed and carrying capacity of the ships from a knowledge 
of other related facts about them. 

In other cases the unknown quantity of interest might be, for ex- 
ample, a measure of dispersion, or the largest observation in the popu- 
lation. Inference of this kind can achieve remarkable accuracy, more 
accuracy sometimes than that yielded by an attempt to count an entire 
population. This was the case in World War II when Allied estimates, 
based on the serial numbers of samples of German military equipment 
observed in battle, proved to be more accurate than the information 
supplied to the German government from production records, and, in 
addition, were available much sooner than the data derived from the 
latter source.’* Further, there are techniques for the study of relation- 
ships among various observable quantities, ranging from simple regres- 
sion analysis to highly elaborate statistical schemes for detecting the 
presence of association between one pair of variables in the presence 
of many other associations or influences. A simple multivariable re- 
gression model, for example, was used in the study of textile financing 
previously cited to sort out the effects on corporate finance of firm age 
and historic time. 

Before closing this desperately brief discussion of statistical inference, 
we should point out that one ought not to have too narrow a concept 
of the phenomena subject to quantitative analysis. It is, of course, obvi- 
ous that observations, given in the form of numerical quantities such 
as money amounts or physical units of output, are subject to quantita- 
tive analysis. However, the possibilities of quantification go much fur- 
ther than this. Any phenomena whose occurrence may be noted or 


14W. Allen Wallis and Harry V. Roberts, Statistics, A New Approach (Glencoe, Illinois: 
The Free Press, 1956), p. 20. 
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counted is quantifiable, and, in addition, coding sometimes permits 
apparently non-quantitative phenomena to be quantified. Thus atti- 
tudes, opinions and perceptions are studied with the aid of quantitative 
techniques by psychologists. Content analysis of written material pro- 
vides another example of the usefulness of an extended notion of 
quantification. In our study of 19th century exchange rates we coded 
proper names, origins and points of payment of the bills. Thus 
“quantified,” the mass of information could be handled and yielded 
us important evidence of the development of specialization in the 
exchange market. 


V 


We are not suggesting in this paper that there is to be a “new” 
economic history which will render non-quantitative economic his- 
torians technologically unemployed. It should be obvious that we 
regard ideas from statistics and data-processing as natural aspects of 
problems of historical study. It should also be obvious that the histo- 
rian’s special knowledge and viewpoint is essential to the useful em- 
ployment of quantitative methods. Our main point is that modern 
statistical techniques and computing equipment make possible the 
intensive exploitation of a vein of historical materials that was perforce 
only little worked in the past; and that if even a few economic his- 
torians would take the time to learn even a little of these new tech- 
niques, the 1960’s could easily prove the most productive years in the 
history of the discipline. On the other hand, if the discipline chooses 
to remain completely in the literary tradition, we can see small hope for 
anything but a continual rehashing of the already existing sources and 
a continuation of the century-long cleavage between economics and 
economic history—a cleavage that should soon disappear if the 
economic historian is able to provide the economists with new data and 
new interpretations of the process of economic life. 


Lance E. Davis, JONATHAN R. T. Hucues anp STANLey Rerrer, 
Purdue Unwersity 





Economic History and 
Economic Growth 


ofessor Goodrich had indicated that my function is to discuss the 
eee of the concept of economic growth to the tasks of the eco- 
nomic historian. But I hope I may be forgiven if I touch incidentally 
on other sensitive and overworked areas—notably the relationship be- 
tween theory and quantity on the one hand and history on the other. 
If the study of economic growth still meant what it did in Adam 
Smith’s day there might be no need to be so cavalier—there might 
even be no need to hold this session. But a good number of intellectual 
bridges have fallen into the water since 1776 and it is surely necessary 
to examine this new construction with an eye not only to its perma- 
nence but to its utility. 

Indeed, economic growth has provoked such widespread interest, 
has appeared such a desperate matter of public policy, and has de- 
manded such an unprecedented study of historical data by theoreti- 
cians, that economists and economic historians are possibly closer now 
(at least in some of their aims) than they have ever been. Pragmati- 
cally, the two disciplines are already in the process of collaborating to 
a limited but significant extent. And, without doubt, the new situation 
is more to be welcomed than deplored. It will, presumably, promote 
an understanding not only between theorists and historians but of the 
nature of economic reality. Yet little beneficial discussion could result 
if we spent our time congratulating each other on an enlightened 
polymathy. I hope, therefore, that I will not appear too churlish if, 
for the sake of argument, I outline what I feel are difficulties and 
dangers and risks rather than urge the virtues of a happy coincidence 
of subject matter, which is in large part inevitable. 

I should like to deal with three questions: (i) If the historian follows 
the economist in treating the study of development as his central prob- 
lem, how far is he obliged to employ or condone the economist’s ana- 
lytical techniques? (ii) Should the study of development determine 
our analysis of change? (iii) Is the analysis of change in any case the 


dominant characteristic of economic history? 
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“The tendency has always been strong”, wrote John Stuart Mill, 
“to believe that whatever receives a name must be an entity or being, 
having an independent existence of. its own.”* Now, the utility of 
using many theoretical conceptualizations for historical purposes is 
problematical for a collateral reason. It is not that the economist’s con- 
ceptual tools are empty and useless boxes for purposes of economic 
analysis; rather it is that whatever limitations they have as tools of 
current analysis are doubly compounded when they are used as avenues 
of historical understanding. Hypotheses are formulated and tested in 
a manner (and with results) intimately related to the conceptual 
framework with which the scholar commences his work. Therefore, 
the danger of using ultra-sophisticated economic techniques in his- 
torical research is that they imply a particular and (from the historical 
viewpoint) a limited set of questions about past economic experience. 
A strict adherence to these conceptual tools combined with a lax in- 
terpretation of the significance of their results may well mislead the 
economist into believing that he has unlocked the vast secrets of 
history, when in fact all he has done is to produce a set of generaliza- 
tions based on a series of conceptual hypotheses whose factual rele- 
vance to the problems on hand remains largely untested. In Professor 
Kuznets’ words, “the very formulation of concepts may have been 
geared to specific problems and must be carefully scrutinized before 
being applied to a different range of problems . . . [and] what is 
being asserted as a matter of fact must be separated from what is being 
defined as an analytical tool.” * 

The point is that, working with their own conceptual frameworks 
and assumptions, economists may achieve quite important results on 
their own terms and certainly have contributed not a little to the his- 
torian’s understanding of the processes which he studies. But it is 
equally true that, failing to supplement their conceptual techniques, 
or using the past as a testing-ground for theoretical weapons (a 
legitimate if hazardous pursuit), they may well by-pass the complexity 
of history, the many-faceted aspects and explanations of reality, in 
an effort to abstract conceptual precision or continuity from a changing 


1 Quoted in C. K. Ogden and I. A. Richards, The Meaning of Meaning (N. Y., sixth edition, 


n. d.), p. Xxiv. 
2 Journal of Economic History, XVI, 4 (Tasks of Economic History, December 1957), 552. 
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process. Looking, for example, at problems of investment in the early 
stages of growth, the economist may have a perfectly valid model 
which relates such concepts as the propensity to save to others like a 
multiplier-accelerator process and both to what appears to be the pace of 
capital accumulation. But a model which “works” is not necessarily the 
best possible explanation. Until a grasp has been achieved of forces such 
as those which molded the propensity to save, which channeled the 
flow of investment funds, which related entrepreneurial processes 
to production-functions in, say, early nineteenth-century America, 
historians will feel a good deal of dissatisfaction with the theoretical 
model. And such a grasp, I suggest, is peculiarly the function of an 
historical cast of thought—or, if you like, of the historian’s conceptu- 
alizations and his own power and range of observations. Possibly not 
all historians live up to their conceptual obligations, but the fact re- 
mains that a real understanding of history demands the sort of meth- 
odological equipment which goes beyond (even where it employs) 
the normal techniques of economic analysis. 

These latter techniques, by themselves, may be too limited for our 
purposes. Historians, examining the process of development, are justi- 
fied (and, indeed, obliged) to ask questions about the origin of chang- 
ing entrepreneurial behaviour, about religion as well as the rise of 
capitalism, about the qualitative nature of the standard of living, about 
the usages and organization of markets, about the fundamentals of 
economic geography, about the use and abuse of economic power, and 
about technological and commerical practices as well as results. The 
phrasing of such questions comprises a methodology, albeit an im- 
precise one. Without them our understanding is restricted; with them, 
our knowledge of the past will transcend the limitations of one con- 
ceptual armory, passing beyond the validity of a model to a closer 
appreciation of reality. The historian—lacking as his approach is in 
elegance—is not always the benighted soul he may appear; for the 
range of problems which he considers relevant to his studies may in 
fact lie closer to the heart of the variegated historical phenomena 
with which he attempts to deal. It is not so much that in the long run 
we are all dead, as that in the short run so many other things are not 
equal to what they ought to be. 

The quantitative controversy is, of course, closely related to the 
conceptual problem. By now we can surely accept the fact that quan- 
titative proofs, where accurate and valid, are better than no quanti- 
tative proofs; and we can agree that historians frequently ask the sort 
of question which can best be answered by measuring something. 
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Nevertheless it may be well to re-emphasize some of the pitfalls in- 
volved: the dangers of employing an exclusively quantitative method- 
ology because it has a facile concreteness and precision, even though 
it touches only half, or even a quarter, of the problem; the historical 
handicap of ignoring less exact but more réalistic methods and hypo- 
theses; and the problems of the precision which is only illusory—the 
problem, in Schumpeter’s words, that “the very function of [an index] 
is to indicate something that cannot be measured directly,” * or the prob- 
lem, in Professor Kuznets’ words, involved in “the attempt to pass 
from the scattered, incomplete primary data, affected by all the pecu- 
liarities of both the country’s economy and its data-gathering institu- 
tions, to measures that reflect as clearly as possible the rigorously de- 
fined concepts of economic analysis.” * The statistitician who finds that 
he is able to ask significant Aistorical questions which can be answered 
largely by quantitative methods for which there are convincing and 
accurate sources, is, indeed, a very fortunate man. Short of these 
rigorous requirements, he may still have much to tell us, but humility 
demands that he proffer his help as a supplementary aid rather than 
as a sort of Final Solution to the Historical Question. 

All this may appear old hat; but it has assumed a new relevance 
with the burgeoning of interest in economic growth—an interest which 
has been largely stimulated by the work of economists. For there is a 
danger that the field of economic growth may become the exclusive 
stamping ground of conceptual assumptions and quantitative tech- 
niques derived almost solely from theoretical economics. Useful as 
these may be when they are employed with a sense of historical reality,” 
they are not entirely satisfactory for many important historical pur- 
poses. As long as the historian is interested in the actual economic 
mechanisms, and their interrelationships with personal factors, in past 
societies rather than in the timeless process of aggregate economic 
change, as long as he asks different questions than the economist, he 
will need a set of concepts either in addition to or entirely different 
from those used by the theoretician. The accumulation of statistical 
evidence, even if it is absolutely trustworthy, can never fully serve the 


3 Business Cycles (New York, 1939), I, 18. 

4 Loc. cit., 553. Of course, even when Professor Kuznets’ problem has been satisfactorily 
solved, another one arises: relating the concepts of economic analysis to the important and 
realistic factors in history. 

5 For an example of how a conceptual framework which might be forbidding to many 
historians can be supplemented by more purely historical techniques in order to produce a 
stimulating analysis of the rhythm of nineteenth-century growth, see Alfred H. Conrad, 
“Income Growth and Structural Change,” in a collaborative work on American Economic 
History edited by Seymour E. Harris and to be published by McGraw-Hill in 1961. 
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fundamental purposes of economic history precisely because the ques- 
tions which historians consider important are frequently (although 
by no means exclusively) directed towards areas of analysis and de- 
scription which are either unrelated to or lie behind the amount and 
flow of physical units in the past. And in the same way, the historian 
should not always rest satisfied with the models put forward by eco- 
nomists: acknowledging their validity as far as they may go, he must 
go further if he wishes to attain the level of historical understanding 
which his position as an independent social scientist demands. 

That economists and historians ask different questions and use dif- 
ferent methods is not always the result of an unequal distribution of 
original sin and native stupidity; it is frequently the result of the fact 
that they are after different answers. For economic history, the draw- 
back of economic growth—given the pressures which brought it to 
our academic attention—is that it may be forcing us to ask only one of 
the many types of questions possible. The historical task of analyzing 
growth demands, for the sake of verisimilitude as well as significance, 
that the student break open for further investigation some of the ag- 
gregate entities and equations which typify modern economics— 
seeking to understand the intricacies of social and economic institu- 
tions and behaviour. In looking at a growing economy, the historian 
should remember that ‘growth’ it too often a quantitative concept, ab- 
stracted from the complexity of economic experience, and that if he 
inquires what that economy was like, how its contrasting components 
worked, how it changed in a variety of ways, and how different men 
led their economic lives under its influence, then he will probably 
learn more than if he had first isolated an upward trend of output 
and then attempted to isolate just those ‘explanatory’ factors which, on 
the basis of mid-twentieth century theory, he felt were relevant. Pro- 
fessor Postan, for example, has recently exposed the misleading charac- 
ter of a simple quantity-theory model when applied to the medieval 
economy, where, on the whole, (a) “economic growth and contrac- 
tion . . . resulted from activities of countless small agricultural pro- 
ducers” whose major decisions on production were not made “in re- 
sponse to the stimuli of prices or under the influence of a pessimistic 
or optimistic view of future business prospects”, and where (b) indus- 
trial production did not obey the economist’s orders and operate under 
conditions of increasing returns.° 





6M. M. Postan, “Note” to article by W. C. Robinson, “Money, Population and Economic 
Change in Late Medieval Europe,” Economic History Review, 2nd Ser., XII, 1 (August 1959), 
79-80. 
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The historian, then, while at times working closely with the theoreti- 
cian, may rightfully wish to part company from him in two sorts of 
circumstance: either in order to obtain a broader and deeper view of 
the process of change than is afforded even by those prevailing theo- 
retical models which may be historically realistic, or in order to ad- 
duce the empirical data which will destroy the supports of unrealistic 
models. In either case the economic historian must be allowed to in- 
terpret the concept of economic growth in the ways which will be most 
fruitful for his own vision of historical knowledge. Where this vision 
differs radically and permanently from that of the theoretical econo- 
mist, bridges may be crossed from time to time on foraging expedi- 
tions, but the river will nearly always fulfill a useful function, and 
co-operation will be best served by selective borrowings rather than by 
academic cannibalism. And it is this approach, I believe, which will 
underwrite the possibility that books of discovery and synthesis— 
and the classics of economic history have been the outcome of the 
historical rather than the theoretical framework—will continue to be 
written. 


II 


So far I have argued as if I agreed that the central, and possibly 
only important, task of economic history is to describe and explain the 
complex process of change which has been labelled economic growth. 
But why should this be so? And is such an assumption harmful? 

Economic growth or industrialization are surely not the only accept- 
able meanings of change for economic history. After all, the academic 
role which development now plays was once fulfilled by business cycles, 
and before that by the evolution of agricultural organization or by free 
trade and /aissez faire. There is nothing in the nature of the history of 
preindustrial standards of living and economic structures, or in the 
development of the manorial system, or in the extensive surge of the 
sixteenth- and seventeenth-century European economy, or even in 
economic decline, which would make them any less “worthwhile” 
than the history of economic growth as topics for study—judged at 
least from the standpoint of the historian rather than of the man who 
wishes to shape mid-twentieth-century policy. But I take it that all of 
us would deny that the story of economic change is exhausted by the 
analysis of economies whose annual per capita output grew at a rate 
greater than X or even Y per cent. And, presumably, everyone would 
agree that for economic historians to concentrate solely on this task 
would be a sad dereliction of duty. Where, then, lies the argument? 
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The argument, I fear, lies in the fact that what we all would deny 
and what everyone would agree are being implicitly affirmed on the 
one hand and denied on the other. The very urgency with which the 
topic of economic growth is being discussed at large, combined with 
the mode of discussion, creates a sort of forced draft, into which eco- 
nomic historians are being drawn. Resigned to their fate and gratified 
at the publicity, they tend either to write directly about growth or to 
write about things relating to growth. (The minority who can do 
neither, put the word “growth” in the subtitles of their works.) It may 
well be, as I believe, that at this moment the study of development 
offers one of the most challenging as well as rewarding fields for re- 
search in economic history. But precisely because its attractions are 
so great three things are happening whose effects are not entirely bene- 
ficial. Firstly, opportunities. to investigate other sorts of significant eco- 
nomic change are being lost. Secondly, aspects of economic change 
which are chronologically coincident with a burst of development 
are being appraised solely from the viewpoint of the latter, so that the 
full variety of historical experience is being compressed into a strait- 
jacket, and ordered according to one arbitrary point of reference. 
Thirdly, the Azstorical process of growth, because of the way in which 
research is being canalized, is not enjoying the variegated academic 
approach which it demands: because development is so much in the 
forefront of our minds and because the concept of development has 
been so narrowly interpreted, the underpinnings and the varying struc- 
tural realities of societies undergoing an expansionary transformation 
are too frequently ignored—with the result that the historical process 
of growth may only be imperfectly comprehended. Students of de- 
velopment have learned to look backwards beyond the spurt in an 
effort to explain the spurt; they should also appreciate that a developing 
economy has a spatial as well as a chronological base, for growth will 
be conditioned by the totality of the economic and social structure at 
the time as much as by what happened to a few key variables before- 


hand. 
Ill 


These points are in fact linked with the third question for con- 
sideration: should the dominant characteristic of economic history be 
its concern with change? Professor Goodrich has already argued that 
intellectual curiosity fully justifies the historian in studying Egypt or 
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Greece, Rome or the Middle Ages; and one might well add the eco- 
nomic history of any nation prior to its industrial spurt or take-off. The 
study of any of these may surely be approached with no less sophistica- 
tion and no less historical significance than the study of economic de- 
velopment. Even if we allow the heresy of studying history for its 
current policy implications, it is at least as necessary to examine struc- 
tural stability or stagnation as structural change. There are, after all, 
more backward than developed countries in 1960. More than this, 
might it not also be that an intensive concentration on the growth 
aspects of an economy undergoing development runs the risk of losing 
sight of quite fundamental, if more stable, elements of that economy? 
The dramatic economic changes which we call an industrial revolution 
did not exhaust the economic experience of Britain. If one is really 
interested in the structure and course of the British economy in the 
early nineteenth century, an appreciation of the life and economic func- 
tion of Clapham’s tailors and cobblers and domestic servants, together 
with an understanding of the economic structure of declining or stable 
sectors and of the backwaters of southern England, are surely as rele- 
vant to the historian’s task (and almost as relevant to the history of 
the British economy as a whole) as a grasp of the spectacular events 
in cotton textiles, in iron and coal, and in Lancashire, Yorkshire, and 
South Wales. While the effects of rapid development are widespread, 
only rarely do they re-shape every part of an economy. And if we 
allow the devotion to the concept of growth to color our appreciation 
of industrializing countries, we may not merely omit consideration of 
intrinsically important elements which remain stable, but also mis- 
direct our understanding of the growth process itself. 

As I hope is now apparent, my argument is not against the study 
of economic development per se. No one could be as philistine as that. 
Rather, I take exception, firstly, to what I feel are some unnecessarily 
narrow approaches to the subject, to methodologies and conceptual 
frameworks which (for the economic historian’s purposes) need sup- 
plementing; and, secondly, to the view that the only “worthwhile” 
subject for economic historians is economic growth. Currently, the 
study of growth is both important and popular, and, as a consequence, 
the historian of growth finds himself in a congenial and creative en- 
vironment. But neither the need to proffer advice nor the need to con- 
form (quite apart from the impermanence of their influence) is neces- 
sarily the best guide to scholarly historical research, and enthusiasm 
should not be confused with imperatives. Economic history is not con- 
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cerned with any one process; it is concerned, at the most general level, 
with the discovery of “how men have behaved in the various environ- 
ments within which they have lived.” * And the procedure by which 
individual historians select the problems which interest them is a 
highly individual one. No one, I claim, has the right to criticise his 
choice of subject. Whatever the economist’s criterion, that of the his- 
torian should be merely intellectual curiosity. His intellectual obliga- 
tions extend to the way in which he handles his topic but not to his 
choice of it. And even here there must be some producer choice. How 
one approaches an historical problem, the tools one uses and the con- 
ceptual framework which shapes research, are and should be deter- 
mined by the particular aspect of the selected problem in which one 
is interested. If every historian who tackled the problem of economic 
growth were expected to confine himself to one set of tools, then the 
result would be as unfortunate as if every historian were obliged to 
concern himself exclusively with the subject of economic expansion. 
A too-dominant involvement with the latter could easily impair the 
historian’s ability to carry out his full intellectual duty—to survey the 
past in all its variety. A too-rigid adherence to one methodological ap- 
proach would have a comparable result. It would be a great pity if, 





just as economic history were coming to be taken seriously in the world 
at large, it were to take itself too seriously. 


Barry E, Suppte, McGill University. 


REPORT OF THE DISCUSSION 


Discussion from the floor served in the main to elaborate the themes 
announced in the three prepared contributions. The Chairman, C. Goodrich, 
pointed out that it was the rise of a new field, Economic Growth, and the 
increasing popularity of quantitative and theoretical techniques that invited 
some reappraisal of the goals and methods of economic history. What is the 
relationship between Economic History and the burgeoning field of Eco- 
nomic Growth? Should economic historians direct more attention to growth 
phenomena, and in particular should they make greater use of the analytical 
and statistical methods so prominently used in the literature of Economic 
Growth? 

On the question of aims several speakers, notably F. C. Lane and T. H. 


7F, J. Fisher, “The Sixteenth and Seventeenth Centuries: The Dark Ages in English Eco- 
nomic History?” Economica, N. S., XXIV (February 1957), 17. 
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LeDuc, urged that the traditionally varied interests of economic historians 
be not rejected. The overriding obligations of economic historians, argued 
LeDuc, were to keep alive the quest for an understanding of the past, and 
in this quest to keep aloof from the policy exigencies of the moment. Both 
Lane and Le Duc expressed confidence, as S. Fabricant had done earlier, in 
the long run sanity of intellectual endeavour, and in the tendency for any 
short run excess or imbalance, whether in subject matter or method, to be 
redressed. But LeDuc expressed the fear that, in the short run at least, 
scholarship might be rather seriously distorted by too great concentration on 
a limited field, especially when, as with economic growth, the field was so 
closely related to pressing policy issues. His fear was emphasized by B. 
Supple with his wry comment that Foundation funds introduced a notable 
skewness into the allocation of academic resources and caused distortion of 
the allegedly free market in ideas. I might add that it was perhaps significant 
that no one explicitly defended a popular “policy” field, such as Economic 
Growth, as a forced draft making for rapid progress in the areas of enquiry 
affected. 

As to the value of statistical technique in economic history Lane argued 
that the main methodological problem of economic history was always to 
relate the quantitative concepts of the production and distribution of wealth 
to the qualitative concepts of economic institutions and economic organiza- 
tion, where the human factor is of prime importance. It followed that the 
statistical method was a necessary method (assuming reliable data were 
available) but not a sufficient method of historical enquiry. Several speakers 
stressed the fallibility of statistics, particularly for early periods, and F. 
Redlich and B. Hoselitz gave striking examples of the abuse of modern 
figures (especially the uncritical acceptance of estimates as facts). I think it 
fair to say, however, that everyone agreed that fallibility of data and abuse 
of figures were no criticism of the statistical method per se, that the statistical 
method was a most useful aid to historical enquiry, and that by itself it was 
not a sufficient means of answering the questions economic historians asked. 

S. Fabricant discussed the relationship of economic theory to economic 
history. He argued especially that economists were well aware of the 
abstractness of their models; that in their reasoning they made explicit allow- 
ance for factors external to their models; and more important that they were 
currently making progress towards more realistic models by attempts to 
disaggregate “global” magnitudes, and by refining and elaborating such 
relationships as the consumption function and the demand for money. Supple, 
in his closing remarks, however, argued that greater reality for the 1950 
economy did not necessarily mean a better “fit” for the economy of 1950. 
Fabricant also urged that economic theory in seeking stable relationships 
was pointing to an important, underlying aspect of historical reality; eco- 
nomic historians, with their great interest in surface change, tended to mini- 
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mize persistence and stability in economic life. As in the discussion of the 
quantitative method, so in the discussion of theory; no one denied the 
usefulness and necessity of economic analysis to economic history. Some 
speakers were content to stress its insufficiency in solving historical problems 
and to point to its possible misuse. But H. Williamson’s point remained: 
“it is the use of an analytical framework that tends to distinguish the work 
of the economic historian from that of the non-economic historian.” 

The advent of electronic machines, it was argued, had significance for 
both theoretical and statistical analysis, and thus indirectly for historical 
enquiry. H. H. Segal pointed out that a great deal of useful quantitative 
analysis could still be carried out with the old tools of the slide rule and 
adding machine. But the Davis, Hughes and Reiter paper pointed to ranges 
of historical data that were unmanageable by hand methods, and that could 
be both effectively ordered and analyzed by machine methods. K. Wolff 
asked about the relationship of machines to historical problems. K. Deutsch 
thought that the machines by their ability to handle vast quantities of data 
and to measure the associations of different sets of data allowed historians to 
get answers to many questions hitherto unanswerable, and suggested that 
from the wealth of relationships displayed in numerical form the historian 
might even be led to identify new questions. Lane on the other hand felt 
that human beings posed the questions and machines merely answered 
them. In this sense, machines were only an extension of the quantitative 





method, which in itself was only an extension of the basic technique of his- 
torical criticism:—is a particular statement, whether qualitative or quantita- 
tive, true or false? 


J. H. Dares, University of Toronto 





Problems in the Relationship of 
Communication and Economic History 


RESENT interest in communication research in the social and phys- 
ical sciences raises some interesting and difficult questions for the 
economic historian. Arthur Cole, who claims that he is merely trying 
to carry further the work of Harold Innis and others at Toronto, but 
who is surely the moving spirit in this session, has suggested that we 
might begin by pin-pointing a few leading questions for examination. 
Is this comparatively recent development to be regarded as merely a 
passing phase in the history of fashions in thought? Is the process of 
relating communication to economic change mainly a process of 
sophistication and is there anything to argue about in this relationship? 
Or, on the other hand, does it in fact amount to a major break-through 
in scientific and historical analysis, something comparable to the impact 
made on economics about a century ago by the Austrian School ? 
The frontiersmen in communication appear to be opening up new 
and exciting avenues for exploration, but at the moment it is difficult 
to gauge the importance of their discoveries or to see the direction in 
which they would take us. The historian has not been blind to the 
importance of communications in development, and there is no scarcity 
of historical evidence on the timing and character of change in this 
area, yet there are indications that a major shift in thought, or ap- 
proach, may be underway. Whereas communication has been regarded 
in the main as merely one element in a large complex, one thread in 
the web of history, there is a growing tendency to place it at the center 
of analysis and to make it the focal point of interest. Innis was con- 
vinced that he had found his unifying theme in communication change, 
and it has been suggested recently that information flow be made the 
independent variable, economic magnitudes the dependent variables, 
in the study of economic growth. This would indicate a pronounced 
shift in vantage point, one which would provide a common core of 
analysis across the disciplines. This might give rise to panic among 
various vested interest groups who find their defenses crumbling, but 
creative destruction, as we know, is a condition of progress, 
There is no gainsaying the fact that communication study has be- 
come an area of rapid advance in recent years. This growing interest 
559 





560 W. T. Easterbrook 


is backed by the establishment of countless Institutes, research seminars 
and laboratories, state and business agencies dedicated to communica- 
tion research. I first became aware of this interest when, following a 
modest experiment in testing the comparative efficiency of various 
media, a Toronto communication group in which I participated with 
McLuhan and others, found itself swamped with a deluge of enquiries 
from communication centers previously unknown to us. And this 
movement seems to be snowballing at the present time. What is the 
economic historian to make of all this? He may recall that at one time 
the discovery of imperfect competition promised much, and more 
recently economic growth has aroused some excitement; yet both 
these developments appear to have been taken over by the theorist 
and the historian is left with his ‘useful insights’. Is the same thing 
likely to happen in communication study? Is it to be the domain of 
the quantifier, the policy-oriented, and the manipulator? There is for 
the historian the problem that ‘communication’, an omnibus term at 
best, becomes almost unmanageable as a concept, when the complexities 
associated with historical ‘time’ must be taken into account. There are 
various and suggestive approaches to this problem, but at the moment 
these stand as interesting hypotheses, high-level generalizations, and 
Arthur Cole’s challenge—to move beyond ‘increasing sophistication’ — 
remains unanswered. This session, I take it, is designed to explore 
prospects of meeting this challenge, and I shail do no more than note 
those advances which most closely approach the interest of the historian. 
The main lines of attack may be discerned, and I shall label these, 
provisionally, the informational approach and the media approach. As 
to the first, there is an immense amount of research underway in this 
area, and I cannot attempt more than a brief comment. By informa- 
tional approach, I have in mind those writings which stress information 
channels and flow and changes in these; there may be reference to the 
capacity of a communication system and the complementarity of its 
parts, and to factors of efficiency and speed; there may be examination 
of content and the nature of messages, of the characteristics and pur- 
poses of those transmitting messages, and of media as devices of con- 
trol. I must pass by the place of communication in organization theory, 
the important contributions of Deutsch and Wiener, and the technical 
advances of the communication engineer and the electronics expert. 
There is in fact a multiplicity of approaches under this general heading 
and there is no question as to the high quality of work in progress in 
each. They appear to have one thing in common, that is they are open 
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to advanced, more or less ‘scientific’, analysis. Their value in historical 
study, on the other hand, has yet to be demonstrated, and it has yet to 
be shown that they call for any substantial revision of the historian’s 
craft. 

This is not to argue that communication in its informational aspect 
lacks relevance to long-period study. Changes in consumers’ styles and 
fashions may be profitably examined in terms of communication; 
market structures may be viewed as communication networks, and the 
price system interpreted in this light. Entrepreneurial history provides 
many openings for research from this point of view, and in Arthur 
Cole’s recent volume * there are numerous references to the relationship 
between entrepreneurial performance and the flow of information. One 
of the most illuminating studies in this area is B. Bailyn’s work on 
communications and trade in the 17th century* wherein colonial 
enterprise is examined in terms of conflicting groups whose role and 
power rest largely on their place in the colonial communications sys- 
tem. E. E. Rich’s recent and massive study of the Hudson’s Bay 
Company * also throws a good deal of light on the importance of 
communications techniques to the outcome of the trade. I do not see 
that there is any question as to the gains to be made in a shift of 
vantage point to communication. Yet it seems to be exceedingly difh- 
cult, when we turn to interpretation of events in informational terms, 
to avoid a blurring of focus, a diffuseness, a tendency to large generali- 
sations, possibly a consequence of the pervasiveness of communication 
in human thought, action, and institutions. For those seeking a unify- 
ing theme in historical enquiry, this pervasiveness of communication 
is its greatest attraction; unfortunately, this same quality is the source 
of the most serious difficulties in putting this concept to work. 

We may attempt to avoid these difficulties by using a sharper focus 
than that which communication in its informational aspect provides 
—the entrepreneur is one, nationalism is another, and I and others have 
sought still another in uncertainty or imperfect knowledge as to the 
outcome of future events. J. N. Wolfe, a Toronto theorist, suggests in a 
recent study* that the problem of co-ordination of production, one 


1 Business Enterprise in its Social Setting (Cambridge: Harvard University Press, 1959). 

2 Bernard Bailyn, “Communications and Trade: The Atlantic in the Seventeenth Century.” 
THE JouRNAL oF Economic History, XIII (Fall 1953), 378-87. 

3 The Hudson’s Bay Company, 1670-1870. Vol. 1: 1670-1763 (London: The Hudson's Bay 
Record Society, 1958). 

4 Co-ordination Assumptions and Multiple Equilibria. Institute for Quantitative Research in 
Economics and Management. Institute Paper No. 3. School of Industrial Management, Purdue 
University, 1960. 
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resting on the efficiency of communication between various sectors in 
the economy, is the key to economic development. R. L. Meier,’ dwell- 
ing on the relation between volume of information and economic 
growth takes the view that a prior acceleration of communication is 
essential to growth, and that information flow may be viewed as a 
predictor of growth. 

It will be apparent from this crude and incomplete sketch of what 
I have termed the informational approach that it represents a many- 
sided attack on communication problems. We may find an historical 
focus of sorts by linking or tying-in communication to some other 
category or concept, as indicated, or by reference to a limited slice of 
time or a restricted area of change. In any event, this appears to be the 
direction in which communication research is proceeding, and for the 
economic historian it is useful and occasionally exciting stuff. On the 
other hand, it is difficult to see any indication here of a major break- 
through of the sort that Arthur Cole—with his talk about “transcen- 
dental” aspects of business, and his appeal te an analogy with the 
human nervous system—appears to be seeking, and I doubt that it will 
come this way, if in fact it comes at all. Most of us, I think, will be 
inclined to take the view that this is as far as we can go, at least until 
much of the research underway goes beyond the speculative, hypothe- 
ses-to-be-tested stage. Innis would have disagreed with this point of 
view, and McLuhan most certainly does. Which takes me to the media 
approach. 

What we have here is not an advance on many fronts, but a con- 
centrated attack on a single front or sector. The interest is in the 
medium itself, its physical characteristics, its formal, material aspect, 
seen as a tool with independent qualities of its own and as the 
key to analysis of total situations. As such, it appears as a resource, 
one transformed by technology and making its impact over the whole 
range of human action. The study of change becomes the study of the 
impact of changes in media and their consequences in terms of the 
structuring of societies along the lines of force of dominant media. 
In this view, priority in change is assigned to change in media in 
its material aspect and to the impact of shifts in media on patterns of 
human association. This approach can be brought down to earth by 
reference to another unifying theme which has been tested, tried and 
proven in Canadian economic history. I have in mind the staples thesis. 





5 “Information, Resource Use, and Economic Growth,” Conference on Natural Resources 
and Economic Growth. Ann Arbor, Michigan, April 7-9, 1960 (Preliminary: not to be quoted.) 
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There is a close parallel in method and conceptual treatment between 
this thesis and the media approach. By his use of the former, Innis 
brought unity of theme and analysis to Canadian economic history, and 
D. North more recently has demonstrated its applicability to a lengthy 
period of United States’ economic development.® The emphasis here 
is on the physical characteristics of a basic resource, and on technologi- 
cal changes and market influences which give it economic significance. 
This is clearly not one-factor theorizing, for it leads to consideration 
of a set of relationships: the staple, light or bulky, exhaustible or 
relatively inexhaustible, luxury or common; the institutions which 
emerge with its exploitation; the interaction of staple production and 
this institutional complex; the outcome of this interaction and its con- 
sequences for later stages of development. From this standpoint, the 
staple, like the medium, may be viewed as a tool of analysis which 
enables study of total situations in terms of resources, technology and 
markets, and the institutions, economic, political and social, in which 
these are imbedded. Similarly, the medium, like the staple, may be 
viewed as a resource with penetrative powers of its own. In a sense, a 
medium 7s a staple, and conversely, a staples trade may be profitably 
studied as a communications model. 

The staples thesis has its value in historical study, but it suffers from 
the limitation that its use is confined to cases in which development 
is closely geared to staples production. Innis was aware of this limita- 
tion, and in his search for a more universal theme, he turned to com- 
munication in its time aspect. McLuhan, if I judge correctly, is building 
on his work. If we turn to staging and the dynamics of long-period 
change, it is evident that the media approach lends itself to a more 
comprehensive analysis of change than the staples thesis permits. Stages 
are marked out by shifts from one staple or medium to another, but 
in the latter the simple linear sequence that staples changes mark out 
gives way to a more complex array of clashing communication struc- 
tures (configurations). The instability associated with these shifts is 
again more broadly defined in communication terms as each dominant 
medium is in turn challenged, then replaced by the marginal thrust of 
a later and more compelling rival. This is strikingly true of the 2oth 
century, but a review of historical development in these terms reveals 
the same process at work over the long period. 

It may be accepted that all this is interesting and possibly true, but 


6 Douglas C. North, “International Capital Flows and the Development of the American 
West.” THe Journat oF Economic Hisrory, XVI (Dec. 1956), 493-505. 
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the tough question remains—how can we descend from the heights of 
high-level theorising about change to the basic stuff of economic his- 
tory? This has yet to be done, but there are clues as to how it can be 
done if we take another look at the staples theme. Restricted as this, 
where it applies no facet of historical change escapes the net: market 
channels and institutions, capital inflow and capital formation, popula- 
tion growth and distribution, locational factors in the growth of enter- 
prise, the economic and political organisations that emerge and interact 
with the staples trade, and the role of entrepreneurship. All these re- 
lated elements bear the stamp of the staple, and in turn play their part 
in determining the course and rate of its exploitation. As a tool, the 
staple has proved to be a superb analytical device in spite of its limita- 
tions. Can we expect the medium, handled from the same point of 
view, to be as effective? It escapes the obvious limitations of the staples, 
but what of its limitations? This is the direction in which I hope 
discussion of the McLuhan’s hypothesis will proceed. 

In drawing a distinction between the informational and media ap- 
proaches to change, I do not wish to leave the impression of down- 
grading the former. This is where the bulk of the work is being done, 
and I have no doubts as to the value of the research underway. And 
obviously the line between the two cannot be drawn in practice as 
sharply as I have drawn it here. Nevertheless, there is a pronounced 
difference in vantage point, and I think it a vitally important one; 
unless the difference is underlined, communication experts or special- 
ists are likely to go their separate ways and to fail to communicate as 
effectively as they might. Although caution leads me to remain, at least 
for the time being, in the informational camp, I think there is much to 
be said for keeping an eye on the media approach. As an historically 
derived concept of the pattern of change and one unlikely to be cap- 
tured for his exclusive use by the theorist, it seems to me to come closest 
to the historians’ position in that it places time-oriented elements at the 
center of the picture. It is comprehensive enough to permit a balanced 
treatment of both temporal and spatial aspects of change, and it is 
specific enough to avoid the blurring of focus which seems to be in- 
herent in the informational approach to historical study. At the mo- 
ment, the principal contribution of media research appears to lie in the 
unified pattern it offers of long-period change, but I see no reason why 
it cannot be used, like the staple, in the empirical investigation of 
sectors, areas, and periods in economic history. 

In these introductory remarks, I have stressed McLuhan’s approach 
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—the message is the medium—because of difficulties which he, like 
Innis, has encountered in making the message clear. I leave it to him 
to clarify my remarks. Professor Robinson’s contribution will rescue 
us from undue preoccupation with this line of attack; a reading of his 
stimulating paper leaves me with the impression that we will encounter 
few communication problems in the transmitting of his message. It is 
my hope that this preliminary session on communication will lead to a 
more complete coverage at some future date. The quality of the papers 
to be presented leaves me with the conviction that at this session we 
are making an excellent beginning. 


W. T. Easrersroox, University of Toronto 





Effects of the Improvements of 
Communication Media 


HE advantage of having a tightly woven thesis to present to you 
Ti that it can be used in the introductory paper as a rug to be yanked 
violently from under my feet. If caution leads Professor Easterbrook 
“to remain, at least for the time being, in the informational camp,” 
it is obvious that only a total absence of caution would lead me, a pro- 
fessor of English, to venture before the leaders in the field of economic 
history in the role assigned to me today. 

I stand open to the rebuff described in the story of the two goats who 
were feasting on a junk heap behind a Hollywood studio. One of them, 
having come upon an old print of the film of Gone With the Wind 
was chomping enthusiastically. He signalled to his companion to come 
on over and sample his find. The other goat did so, and chewed 
meditatively for a bit, when the first one said, “How did you like it?” 
And the second one said, “As a matter of fact, I liked the book better.” 
Just which of these is the media-goat and which the information-goat 
admits, as Sir Thomas Browne put it, “of a wide solution.” 

In managerial study of the role of the decision maker today, it is 
often pointed out that it is difficult under conditions of speeded in- 
formation flow for anybody to exercise delegated authority. The habits 
and patterns of delegated authority, with its hierarchy of separate and 
subordinated functions and jurisdictions, belong quite naturally under 
the conditions and speeds of written communication.’ But if within 
such a structure of written communication there occurs a notable 
speed-up of information movement, such as takes place with the tele- 
phone, the exercise of delegated authority becomes quite unworkable.’ 

In an unpublished paper called “New Directions for Organizational 
Practice,” * Professor B. J. Muller-Thym of the Massachusetts Institute 
of Technology discusses the recent recognition that 


pyramidal organizational structures, with many layers of supervision, and with 
functional division by specialty, simply did not work. ... But in these re- 


1 Peter F. Drucker, Landmarks of Tomorrow (New York, Harpers, 1959), p. 96. 
2H. A. Innis, The Bias of Communication (Toronto: University of Toronto Press, 1951), p. 
188. 
3 Paper prepared for ASME Report: Ten Year Progress in Management, 1950-1960. 
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search organizations where work actually got done, when one studied them ke 
found that whatever the organization chart prescribed, groups of researchers 
with different competences as required by the problem in hand were working 
together, cutting across organizational lines; that they were establishing most 
of their own design criteria for the work as well as their intended patterns of 
association; . . . 


The older, many-layered, highly functionalized organizations were charac- 
terized by the separation of thinking from doing; thinking was generally 
allocated to the top rather than the bottom of the pyramid and to “staff” 
as against “line” components. Whatever the wishes of the company about the 
decentralized exercise of authority, authority inexorably gravitated toward the 
top of the structure. There was created a numerous middle management class, 
spread over an indefinite number of supervisory layers whose actual roles, as many 
work studies showed, was predominately the passing of information through the 
system. 


Professor Muller-Thym then footnotes: 


It was for this reason that the authors of a now famous article predicted the 
disappearance of middle managers as an industrial class. The ability to handle 
the total information for a business system completely, rapidly, and with random 
access has been made possible by computer technology at the very moment when 
middle management, because of its size and clumsiness, can no longer perform 
this task.* 


The advent of a new medium often reveals the lineaments and 
assumptions, as it were, of an old medium. The hypertrophy of written 
messages, which has been dubbed “Parkinson’s law” by its author, 
would appear to be caused not by paper-shuffling and the typewriter, 
but by the effort of the typewriter to keep pace with the acceleration 
of information movement created by the telephone and electronic 
media. Telephone in hand, the decision maker can exercise only the 
authority of knowledge, not delegated authority. In managerial terms, 
it would seem that the decision maker who must deal with globally 
gathered information, moved at electronic speeds, is impelled to ac- 
quire a more interrelated and overall type of knowledge concerning 
the operations in which he is involved. The new media, in management 
that is to say, have been directly responsible for the rise of management 
training centers. The demand increases daily for an ever more liberally 
educated specialist capable of effective action in ever more decentralized 
operations. 


4 Cf., H. J. Leavitt and T. L. Whisler, “Management in the 1970's,” Harvard Business Review, 
XXXVI (Nov.—Dec. 1958), 41-8. 
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Much the same pattern of development has occurred, we are told, 
as a result of the operation of the telephone upon the traditional role 
of the “call girl.” Since the telephone has become a normal feature of 
our environment, the old red light district has disappeared. Centralism 
has given way to decentralized operation, as in management, and with 
the same consequences for the personnel involved. That is to say, the 
call girl must be, if not cultured, at least at home in a variety of social 
roles, in contrast to the highly specialized character of her pre-tele- 
phonic and localized predecessor. This bizarre instance of social change 
resulting from great information speed-up, I venture to present in order 
to illustrate my basic suggestion: that it is the formal characteristics 
of the medium, recurring in a variety of material situations, and not 
any particular “message,” which constitutes the efficacy of its historical 
action. 

Hjalmar Schacht, in his Account Settled,’ cites the testimony of 
Albert Speer, German armaments minister in 1942, given at the 
Niiremberg trials as follows: 





The telephone, the teleprinter and the wireless made it possible for orders from 
the highest levels to be given direct to the lowest levels, where, on account of 
the absolute authority behind them, they were carried out uncritically; or 
brought it about that numerous offices and command centres were directly con- 
nected with the supreme leadership from which they received sinister orders 
without any intermediary. . . . To the outside observer this governmental ap- 
paratus may have resembled the apparently chaotic confusion of lines at a tele- 
phone exchange, but like the latter it could be controlled and operated from one 
central source. 


Like Parkinson in his indignant moral judgment concerning the 
operation of technology in office administration, Schacht draws moral 
conclusions from the operation of the telephone, telegraph, radio and 
teletype, which are quite irrelevant. What Parkinson and Schacht are 
both saying is that new technical media for managing information, 
when used for the older ends established by older media, result in 
utter confusion and disorganization. 

A striking example of this occurs in Oscar Handlin’s essay on John 
Dewey.® He points out how John Dewey in the later nineteenth century 
was baffled by the past-orientation even of vocational training in Amer- 
ican high schools. It is the natural bias of print culture to be past- 


5 Hjalmar Schacht, Account Settled (London, 1949), p. 240. 
6 Oscar Handlin, “John Dewey’s Challenge to Education,” Harpers (New York, 1959), p. 22. 
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oriented, and above all to be consumer-oriented. Whether with voca- 
tional handicrafts or the fine arts, the consumer bias aroused a good 
deal of comment, not only from John Dewey but from composers and 
painters and poets, as well as from areas of scientific research. The 
European, and even the Englishman, when print was new, had a great 
backlog of oral culture and preprint attitudes which the Gutenberg 
technology could not entirely obliterate. 

We on this continent, on the contrary, had little enough of such 
preprint backlog, and out of necessity shaped our patterns of associa- 
tion, and our legal, political, and educational establishments on what 
we did have, namely, the latest European technology: the printing 
press. Whereas in Europe the printing press had to contend with august 
and solemn institutions, long established on pre-Gutenberg technology, 
the range and density of such organizations was in North America 
almost insignificant. The penetrative powers of the Gutenberg tech- 
nology, irresistible under any conditions, became the means of forming 
the very ground plan and the superstructure of social and business 
institutions. 

Concerning the concept of the penetrative powers of the price-system, 
R. F. Neill, in his “An Exploratory Survey of Industrial Galaxies in 
Canadian Economic Development,” states: * 


The term “price-system” can be understood in an “Innisian” sense to mean 
simply industrialization, economic growth, an economy, or an impersonal force 
seeking to spread its domination. If we adopt this quasi-poetical use of the term, 
then the penetrative power of the price-system will depend, not only on the 
economic efficiency of existing means of communication, but also on the ability 
of the industrial centre to produce more efficient means of communication. Here 
there is an interaction in which the extension of markets through the use of more 
eficient means of communication leads to further division of labor, Further 
division of labor creates both greater surpluses in production in general and the 
means of improving the communication system. Greater surplus production, in 
turn, creates pressures to improve communication in order to further extend the 


market. 


Neill here shows a grasp of Innis which is rare indeed, but Innis in 
turn had a grasp of causal relationships between media and all levels of 
social structure from education to industry which would have been 
invaluable to John Dewey. I would like to enumerate briefly some of 
the penetrative powers of the Gutenberg technology, even if they are 


TR. F. Neill, An Exploratory Survey of Industrial Galaxies in Canadian Economic Develop- 
ment (unpublished M.A. dissertation, University of Toronto, 1960), p. VII. 
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no more than hypotheses or arguments. I have dealt at much greater 
length with these themes in two essays, “Print and Social Change,” and 
“The Effect of the Printed Book on Language in the Sixteenth 
Century.” * 

The mechanization of the ancient handicraft of the scribe was 
effected by segmental arresting of the movements of the scribe in the 
form of movable types. The principle of segmentation has since been 
applied to almost all handicrafts. Until very recently the assembly line 
of movable types which formed the basis of print technology had been 
the unchallenged basis of western industry. Both producer and con- 
sumer functions have long depended on the pre-condition of print 
technology. 

Today we are faced on all hands with the obsolescence of the as- 
sembly line pattern of industry due to the advent of the non-sequential 
and instantaneous patterns of electric automation. I do not presume for 
a moment to explain to this audience matters which it understands far 
better than I. Purely in media terms, however, the exactly synchronized 
information flow of an electric circuit can perform many operations at 
the same instant, which under the conditions of mechanized handicraft 
or of assembly line were necessarily sequential and one at a time. 

The penetrative powers of the new electric technology, as they 
invade every level of thought and action, have the power to impose 
their own assumptions, as it were. I have already alluded to the changed 
patterns of decision making which resulted from the telephone. I will 
now attempt by a brief enumeration of the patterns of decision making 
which resulted from Gutenberg technology to convey some idea of the 
“penetrative powers” of movable types. Most obviously it was the 
product of the Gutenberg assembly line which appeared to possess in a 
high degree the qualities of uniformity and repeatability. Since handi- 
craft products do not possess these qualities, it was natural that uniform 
and repeatable products should make possible new relations between 
producers and consumers. The message of the uniform commodity is 
that “this is the same for all men,” thus releasing a wave of competitive 
drive. For among unique products there may be hierarchy but not 
competition. 

In terms of the printed book and the printed page, uniformity and 
repeatability gave to the political ruler a new instrument of centralism 





8H. M. McLuhan, “Print and Social Change,” Printing Progress (Cincinnati, 1959), pp. 81- 
112, and “The Influence of the Printed Book on Language in the Sixteenth Century,” from 
Explorations in Communication, edited by Edmund Carpenter and Marshall McLuhan (Boston: 
Beacon Press, 1960), 125-35. 
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and homogeneity. By means of print the ruler could extend uniform 
patterns of information and power to the boundaries of his people’s 
vernacular tongue. Uniformity and repeatability gave him the means 
of mobilizing eventually the entire manpower of his kingdom. Effec- 
tive mobilization would appear to depend, whether in economic or in 
military spheres, upon the reduction to homogeneity of an entire 
population by means of the printed word. What W. W. Rostow calls 
“the takeoff” occurs in no country that he mentions without this prior 
homogenization of a people. Whether in the electronic age takeoff can 
occur in backward or semi-literate areas without long processing by 
Gutenberg technology remains to be seen. 

Another feature of the penetrative powers of print technology, in 
addition to uniformity and repeatability, is the complimentary of in- 
dividualism and nationalism. Print makes possible solitary effort and 
private initiative in a very high degree, everything in fact which David 
Riesman celebrates in The Lonely Crowd as “inner direction.” He too 
seems to treat as a moral failure our tendency to abandon inner direc- 
tion in the electronic age. But would it not be better to consider where 
this habit came from in the first place, in the interests of prediction and 
control? Harold Innis frequently alluded to the close connection be- 
tween print and nationalism, and Carleton Hayes in The Historical 
Evolution of Modern Nationalism ® is unable to find any symptoms of 
it before the Renaissance. 

I venture to suggest that all of the reasons for nationalism are in- 
cluded in the penetrative powers of Gutenberg technology. Not only 
does print vividly discover national boundaries, but the print market 
was itself defined by such boundaries, at least for early printers and 
publishers. Perhaps also the ability to see one’s mother tongue in uni- 
form and repeatable technological dress creates in the individual reader 
a feeling of unity and power that he shares with all other readers of 
that tongue. Quite different sentiments are felt by preliterate or semi- 
literate populations. The type of visualizing fostered by high intensity 
print technology is quite natural and habitual to highly literate popula- 
tions, putting them at great disadvantage in a nuclear age, since nuclear 
structures are non-visualizable. That is to say, nuclear structures, 
whether sub-atomic or in the form of mass-audiences for radio and TV, 
are, in their instantaneous speed modalities, not capable of comprehen- 
sion in visual modes, except a la Walt Disney science shorts. 


‘9Carelton Hayes, The Historical Evolution of Modern Nationalism (London: Macmillan, 
1931). 
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As much as nationalism and individualism, perspective, both psychic 
and physical, is immediately the child of print technology. Perspective, 
with arbitrarily fixed point of view and its vanishing point, is natural 
to the reader of uniform lines of repeatable type. It is not natural at all 
in our nuclear age when information does not move exclusively in such 
patterns any more. And Georg von Békésy, in his Experiments in Hear- 
ing,” finds it necessary to criticize the perspective techniques in scien- 
tific research, as compared with the mosaic techniques needed in field 
theory and non-visualizable problems. 

This is a possible point at which to introduce a comment on Easter- 
brook’s allusion to the difference between information and media 
approaches to problems today. The information theory approach, 
based on statics, is probably self-liquidating by virtue of the electric 
speeds available to it. It seems to me involuntarily and unnecessarily 
limited by a “content” concept. Wherever one meets the “content” 
concept, it is reasonably certain that there has been insufficient structural 
analysis. Phonetic writing and printing, for example, have content only 
in the sense that they “contain” another medium, namely, speech. But 
since the origin of writing, the simultaneous presence of the medium 
of speech, albeit in low definition, has fostered this habit of dichotomy 
and content-postulating, which in fact obscures major components in 
the situations with which we must deal. In the same way, content- 
postulates seem to have caused game theory to falter to a stop pre- 
maturely. I mention this only because I wish to stress how the sub- 
liminal legacy of print can have strange effects in the highest scientific 
quarters of the post-print age. In spite of all this, information theory 
is able to reveal in the person and the paper of Richard Meier that 
“the degree of substitutability of one resource for another increases 
when either the stock of knowledge or the flow of communications 
increases.” 

Up till now I have attempted merely to indicate in a general way 
how the penetrative powers of the Gutenberg technology, as of 
electronic technology, create new patterns of awareness and of human 
association. Let me tie in my remarks so far with Professor Robinson’s 
paper. It was surely no accident that the Greek revival in design and 
styling suited so well the needs and tastes of early industrial England. 
As Robinson puts it: ” 





10 Georg Von Békésy, Experiments in Hearing (New York: McGraw-Hill, 1960), pp. 3-6. 

11 Richard L. Meier, “Information, Resource Use and Economic Growth”; paper read at the 
Ann Arbor Conference on Natural Resources and Economic Growth, 1959. 

12 Dwight E. Robinson, “The Styling and Transmission of Fashions Historically Considered.” 
Economic History Association, 1960. 
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Where Wedgwood would have found it utterly impracticable to have assembled 
or trained in England a staff of highly skilled modellers and free-hand craftsmen 
capable of working in the sophisticated manner demanded by the Rococo taste, 
his homespun Staffordshire workmen were as well if not better fitted to the 
reproduction of simulated antique designs, especially when the work-benches 
of New Etruria were fortified by the mechanical devices that English ingenuity 
under the prodding of his practical genius could provide. 


Robinson in effect is observing that industrial England, poor in 
traditional craftsmanship, was rich in the new segmental technology 
of mechanical lineality. It was precisely this Greek design which 
Ruskin spent much of his time attacking because of its servility and 
mechanism. Ruskin became an ardent sponsor of pre-Gutenberg tech- 
nology, which he called Gothic; only here, he thought, could freedom 
and spontaneity for the human spirit be found.’* While the eighteenth 
century was inspired to make Hellenistic conservatories, Ruskin ex- 
horted his age to discover freedom via the Gothic hencoop. 

Let me in manipulating the mosaic of this paper now return to print 
as staple or natural resource. I have at least pointed out the power of 
print to penetrate with its patterns all levels of institutional organiza- 
tion and of human awareness. In so changing the modes of human 
association, print unleashed many new powers in existing situations 
and resources, but perhaps most important of all, print altered the 
ratio among the human senses, giving extremely high definition to 
visual awareness and to visual powers of organizing resources. I would 
suggest that the penetrative powers of any structure of technology do 
lie precisely here: namely, that the ratio among sight and sound, and 
touch and motion, offer precisely that place to stand which Archimedes 
asked for: “Give me a place to stand, and I will move the world.” 
The media offer exactly such a place to stand, for they are extensions 
of our senses, if need be into outer space. This is the major fact 
concealed from us while we concern ourselves with “content.” Meier, 
in the paper already referred to, notes: 


We are forced to conclude that natural resources have an informational aspect, 
in addition to the bulk and utility features mentioned earlier. 


But if media as extensions of our senses offer ready access to our 
inmost lives, putting the lever of Archimedes in the hands of bureau- 
crat and entrepreneur alike, natural resources can also be seen as media 


13 John Ruskin, The Stones of Venice; 1851-53. Vol. 1, chap. 6 is on Gothic architecture and 
man. 
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of communication. Richard Dorson, in his American Folklore, points 
14 
out: 





The yeasty oral traditions of the American Negro took form in the plantation 
culture of the Old South. Northern freedmen who settled in free states before 
emancipation possess none of this folklore. The Negro song and narrative lore 
of the West Indies, Brazil, and Surinam, heavy in African elements, shows little 
correspondence with that of southern colored folk. Southern slave lore developed 
along its own lines under the particular conditions of the cotton plantation 
economy. Cotton cultivation from Georgia to Texas, with the growing of rice 
on the Carolina and Georgia coast, sugar cane in Louisiana, and tobacco in 
Virginia and Kentucky, molded the southern slaves into homogeneity. After 
the importation of African slaves ceased in 1808, the Negro community in the 
United States grew entirely from its own procreation. 


The homogeneity achieved in so spectacular a form by the Gutenberg 
staple, as it were, is nicely paralleled (but in low definition) by the 
penetrative powers of the cotton plantation economy. Homogeneity of 
patterns of human association are strikingly apparent consequences 
of staples, it would seem, whether they be the bulky bale or the reso- 
nating radio. Our current alarm about togetherness and conformity may 
well be the anxiety of a homogeneous literary culture being invaded 
by an alien homogeneity—a collision of galaxies. 

To bring these penetrative powers and patterns back to a directly 
staple context, let me use the words of K. Buckley in his recent essay: ** 
that Innis “used the staple approach to correlate a wide range of 
political and social developments, and to explain the character of major 
institutions within Canada.” 

The penetrative powers of a medium or a staple to impose its patterns 
and assumptions are in sharp conflict with the concept of social and 
economic influence and causation which characterize the Gutenberg 
galaxy. The Gutenberg galaxy, or technology, favors all forms of 
segmental, fragmental statics rather than dynamic and organic forms. 
As we move well beyond the first century of the electronic era, we 
have discovered that our practice can be years ahead of our thought.”® 
For more than a century much of our information in the West has 
moved in the new configurations evoked by electronic speeds. We have 


14 Richard M. Dorson, American Folklore (Chicago: University of Chicago Press, 1959), 
p. 168. 

15K. Buckley, “The Role of Staple Industries in Canada’s Economic Development,” THe 
JournaL oF Economic History, XVII (Dec. 1958), p. 442. 

16 Edward H. Lichfield, “Notes on a General Theory of Administration,” Administrative 
Science Quarterly, Vol. 1, No. 1 (June 1956). 





Effects of Improvements of Communications 575 





begun to feel at many levels a consequent change of attitudes towards 
the temporal and spatial arrangements of our lives and institutions. 
Professor Cole draws attention to the trend away from static models 
and toward preoccupation with economic growth to a degree unknown 
since Adam Smith. ** 

Many people are terrified at the speed of information movement in 
our electronic time which brainwashes whole populations on the one 
hand, and eliminates long established roles based on highly specialized 
knowledge. The interpenetration of Gutenberg and the electronic 
galaxies is naturally very destructive at many levels. It is hard, for 
example, to accustom ourselves to the idea that the hot war may have 
transferred itself from the international scene to the national and 
domestic one, on the one hand; and that, on the other hand, so far as 
the international scene is concerned, there has been no cold war, but 
an information hot war all along. Again, it will be hard for educators 
to face up to a situation of electronic configuration in which civil de- 
fense becomes simply protection against media fallout, around the 
globe and around the clock. To put it in Meier’s terms again, with the 
rise of information levels and speeds, war may cease to be the exchange 
of bulk or heavy goods, and may become an information exchange 
before a global public. 

If adjustment (economic, social, or personal) to information move- 
ment at electronic speeds is quite impossible, we can always change 
our models and metaphors of organization, and escape into sheer 
understanding. Sequential analysis and adjustment natural to low speed 
information movement becomes irrelevant and useless even at tele- 
graph speed. But as speed increases, the understanding of process in 
all kinds of structures and situations becomes relatively simple. We 
can literally escape into understanding when the patterns of process 
become manifest. 


MarsHaLt McLunan, University of Toronto 


17 Arthur H. Cole, Business Enterprise in its Social Setting (Cambridge, Mass.: Harvard 
University Press, 1959), 36-0. 





The Styling and Transmission of Fashions 
Historically Considered 


Winckelmann, Hamilton and Wedgwood in the “Greek Revival” 
Fashion is infinitely superior to merit in many respects; & it is plain from a 


thousand instances that if you have a favorite child you wish the public to fondle & 
take notice of you have only to make choice of proper sponsors. 


—Josiah Wedgwood ! 


N a review of a recent play by T. S. Eliot, the critic sums up the 

action as “a tragedy of non-communication between parent and 
child.” We may be sure the reviewer did not intend to raise a doubt 
in the reader’s mind as to whether the father or son in question had 
difficulty in getting to a telephone, finding a telegraph office or de- 
ciphering one another’s handwriting. The level of communication he 
must have had in mind lies deep in the human dependency on expres- 
sive symbols. These primary factors of human experience—primary in 
the sense that nothing stands between them and the raw sensations and 
impulses—are made up of words, gestures, and images which are, in 
turn, invariably organized in systems or complexes. These we call by 
such names as aims, standards and ideals or, more generally, attitudes.” 

Social thinkers frequently fail to recognize that these symbolic sys- 
tems or attitudes are part and parcel of any process of human communi- 
cation or relationship. They miss (perhaps because it is the closest thing 
to impossible to conceive of human feelings and responses in the ab- 
stract, operating, that is to say, independently of symbols) the obvious 
truth that there can be no communication without a prior agreement 
as to just what is worth communicating about. This is recognized in 
everyday parlance when we say that two people “have nothing in 
common.” What we mean is that they have no basis for communica- 
tion. People must, at the least, share some area of concern or direction 
of interest before the transmission of messages can take on meaning. ® 


1 Eliza Meteyard, The Life of Josiah Wedgwood (London: Hurst and Blackett, Publishers, 
1866), Vol. II, p. 378. Letter to Bentley, July 19, 1779. 

2 For masterly analysis of symbolic behavior, the writings of the late Edward Sapir may be 
consulted. See especially his Culture, Language, and Personality, Selected Essays (David G. 
Mandelbaum, Ed., University of California Press, 1958). 

3 The late Viadmir G. Simkhovitch presented an extremely profound and original examina- 
tion of the dependency of social and historical thought upon changing cultural attitudes in a 
series of essays, “Approaches to History I-VI,” which appeared in The Political Science Quar- 
terly, Vols. XLIV, No. 4 (1929), XLV, No. 4 (1930), XVII, No. 3 (1932), XVIII, No. 1 
(1933), XLIX, No. 1 (1934) and LI, No. 1 (1936). 

576 





Styling and Transmission of Fashions 577 





Of enormous consequence in social behavior, albeit largely misunder- 
stood because of their subtle and even deceptive nature, are those sys- 
tems of expressive symbols we know as styles. | am thinking, of course, 
of style not so much in the sense of a characteristic way of doing things 
on the part of an individual person but rather as a general attitude 
toward design shared by a group of people. Styles in this social context 
can be properly defined as modes of communication or relationship. 
It is not straining analogy too far to say that they form a kind of 
language. 

Nothing is more characteristic of our culture than the impulsion it 
has displayed over many centuries toward unceasing reformulation of 
its styles and the tastes connected with them. Every generation or two 
Western man (to speak of no other) has been driven toward drastic 
revisions of his esthetic criteria. For this dynamic process, this pervasive 
transformation of style, I have been able to find no better word in 
English usage—embarrassing as some of its connotations may be—than 
fashion.* 

In order to illustrate and examine at first hand the historical work- 
ings and effects of the fashion process, I have chosen to make a kind 
of case study of the relationship of three of the central figures (with 
their ideas) who took part in one of the most far-reaching stylistic 
upheavals in European history, the so-called Greek Revival. This 
mighty reorientation in tastes, whose beginnings first made themselves 
felt around 1750, is almost unique in the interest it holds for the 
economic historian, since, along with the Gothic Revival and nature 
worship as other great branches of Romanticism, it was almost exactly 
synchronous with what we call the Industrial Revolution. The steam 
engine and Hellenism transformed English life at almost exactly the 
same time. 

I hope that my review will be of value to economic historians as 
a demonstration that it is not only possible but profitable to study 
objectively that deus ex machina of the text books, changing tastes. 
And I mean as well to advance the view that economic development 
has been far more basically and peculiarly dependent on these changes 
than is commonly supposed. In view of my space limitations, however, 
I must in the main rest content to let the case speak for itself. 

By common consent of the art historians, the first and foremost 


4 For an attempt to account for the nature and timing of alternations in style and taste see 
the present writer's “Fashion Theory and Product Design,” Harvard Business Review, Vol. 
XXXVI, No. 6 (Nov.-Dec. 1958), 126-38. 
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publicly recognized voice proclaiming the supremacy of Greek art of 
the classical fifth century B.C. belonged to the German scholar-esthete, 
Johann Joachim Winckelmann. Stated in its manifesto-like opening 
sentence, “Good taste . . . first arose under the Greek sky,” the thesis 
of Winckelmann’s extraordinary volume of 1755, Thoughts Concern- 
ing the Imitation of Greek Works in Painting and Sculpture,’ set 
forces in motion which were to dominate the European art world for 
over half a century. Its repercussions are with us still.° 

Winckelmann was born in Stendal, Brandenburg, in 1717, the year 
that also saw the birth of Horace Walpole, whose name is invariably 
linked with the origins of the Gothic Revival. It is well-nigh incon- 
ceivable in the present day and age that before the appearance of 
Winckelmann’s Gedanken in 1755, it was the unchallenged opinion of 
connoisseurs that the Romans had been the supreme artists of antiquity. 
For that matter, many cognoscenti, such as G. B. Piranesi, found 
Winckelmann’s views unconvincing right up to the latter’s death in 
1768. But the triumph of Winckelmann’s doctrine was merely a ques- 
tion of time. He had novelty as well as historical consistency on his side, 
and once the great Goethe, 32 years his junior, became his ardent 
disciple, the victory of the memory of Periclean Greece over Augustan 
Rome was assured.’ 

The thought-process whereby Winckelmann arrived at his well-nigh 
idolatrous Hellenism can, at least at the level of conscious ideas, be 
simply explained. In the German academies of his day, he had imbibed 
from their new breed of classical scholars, men of the stamp of C. T. 
Damm, J. M. Gesner, and J. F. Christ, the presurgent doctrine of the 
supremacy of Greek philosophy and literature. Surely, decided Winc- 
kelmann, if their thought was the model of the ancient world, it was 
only historical logic that the ancient Greeks must have exercised a 
matching leadership in art. 

So persuaded, he gained access to the antiquary treasures and the 
rich historical lore of the princes of the Catholic church by becoming 


5 Johann Joachim Winckelmann, Gedanken tiber die Nachahmung der Griechischen Werke in 
der Mahlerey und Bildauerkunst (Samtliche Werke. Hrsg. von Joseph Eiselein. Donauoschigen: 
Verlag deutscher Classiker, 1825-1829), Part I, p. 7. Cited by Henry Caraway Hatfield, 
Winckelmann and His German Critics, 1755-1781 (New York: King’s Crown Press, 1943), p. 6. 

6 For biographic and background information on Winckelmann, see Hatfield, Winckelmann 
and His German Critics, 1755-1781 and Humphry Trevelyan, The Popular Background to 
Goethe’s Hellenism (London, New York and Toronto: Longman’s, Green and Co., 1934). 

7 Simultaneous, parallel invention shows up in art history just as it does in the physical 
sciences. The most significant claim rivalling Winckelmann’s to independent “discovery” of the 
Greeks is that of James “Athenian” Stuart (1713-1788). Stuart, interested primarily in archi- 
tecture, braved the risks of exploring Turk-ruled Greece in the years 1751-1754. In 1762, he 
published his Antiquities of Athens. 
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a convert to Catholicism and Secretary to Cardinal Passionei in Rome. 
From this vantage point, there was no limit to his fertility in inventing 
devices, flimsily based on mythology, literary references and his own 
intuitions, whereby to attribute extant marbles to the hands of Phidias, 
Praxiteles and Myron. Unfortunately, as later scholarship has demon- 
strated, no single statue apotheosized by Winckelmann was of authen- 
tic, classically Greek provenance. All, like the Apollo Belvedere, to 
which he composed worshipful panegyrics, were, at the earliest, late 
Hellenistic and most were of the Roman Empire. Yet his pioneer 
attempt to put artistic criticism on a systematic, chronologically relevant 
basis has earned him in the eyes of archaeologists a position in the 
annals of their discipline matching Adam Smith’s in economics. Mean- 
while, in his espousal of Graecomania, he did more than any other man 
to set in motion one of the greatest art crazes the Western world has 
ever seen. 

His sermons on the ennobling effects of the masterpieces of his own 
choosing on the human spirit gave license to the acquisitive everywhere 
to run all over Europe inspecting, digging up or bidding on limestone ~ 
relics. At first, of course, all this frenzied interest in the marbles them- 
selves (forged or genuine) only affected some several hundred British 
plutocrats, German princelings or the like. Yet in the emerging mass 
market of the day for derivative or simulated embodiments of the 
“new-old” taste, Winckelmann’s impact is best suggested by the follow- 
ing observation taken from a relatively recent book by a world-famous 
authority on poreclain. In lamenting the decline of the great days of 
the Dresden and Meissen porcelain manufactories, Robert Schmidt, 
formerly Director of the Schloss museum, Berlin, writes: * 


The great scholar and champion of antiquity, J. J. Winckelmann, was one of 
the first to assail rococo ... and he broke his stick on our present subject. 
‘Porcelain,’ said he, ‘is nearly always made into idiotic puppets.’ . . . Winckel- 
mann’s ‘beauty’ had become a gospel as well as an aesthetic, and men like Robert 
Adam, Sir Willim Hamilton, Flaxman and Wedgwood were full of an ‘admira- 
tion’ for antique severity, not different in quality from the romantic awe for the 
sublimity of waterfalls. All of which ended the naughty adventures of ‘the smil- 
ing shepherdesses,’ and put in their place . . . ‘a nobler nymph-hood’. . . .” 


Thus, Winckelmann rendered ridiculous and obsolete the Rococo 
style which for two generations had reigned over the decorative arts of 
Europe. 


8 Porcelain, As an Art and a Mirror of Fashion, W. A. Thorpe, Trans. and Ed. (London: 
George G. Harrap and Company, Ltd., 1932), p. 212. 
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Our connecting link between the philosopher-initiator of the Greek 
Revival and its commercial-industrial exploitation is one of those men 
whose claims to fame have rather ironically been overshadowed by the 
greater dramatic interest of the lives of those with whom they were 
most closely associated. He was a scion of one of the greatest ducal 
families of Scotland, just out of the direct line; he was the indulgent 
husband of his second wife, Emma, the woman who became the 
inspiration and solace of England’s greatest naval hero; and, finally 
and most to the point for our purposes, he provided Josiah Wedgwood 
with his principal guidance in the treacherous currents of style. 

Sir William Hamilton was a career diplomat. Born in 1730, he spent 
the most active years of his life (1764-1800) as his Brittanic Majesty’s 
minister at the Court of Naples. There he found little enough of an 
official nature to occupy his energies before Admiral Nelson sailed into 
the Bay of Naples in 1793. But there was a good deal of practical 
Scottish enterprise in Sir William. He early undertook pioneering work 
of lasting significance in volcanology: ° 





He laboured harder on the slopes of Vesuvius than an exceptionally diligent 
craftsman would labor in a factory—had Naples possessed any. Within four 
years he ascended the famous mountain twenty-two times. More than one of 
these ascents was made at the risk of his life. He made, and caused to be made, 
innumerable drawings of all the phenomena that he observed . . . and formed 
too a complete collection of volcanic products. . . . When he had studied Vesu- 
vius under every possible aspect, he went to Etna. 


Soon, however, a new and even more memorable hobby captivated 
him: antiquarianism. At first he bought up collections of antique 
specimens which had formerly been assembled by Italian dilletanti 
principally from the funerary remains of the Etruscans. A little later 
on, he began to find that the nearby buried cities of Herculaneum and 
Pompeii provided even more fascinating opportunities for his digging 
propensities than had his two volcanoes and he went at them with 
corresponding zeal. The outcome, once again, was collection of speci- 
mens and publication of illustrated descriptions. The latter first took 
form in his still well-known, three volume work, Antiquités Etrusques, 
Etc., issued in 1766 and 1767. Actually, the lavish illustrations were 
mainly of classical Greek vases. In company with everyone else at the 


® Edward Edwards, Lives and Founders of the British Museum (London: Trubner and Com- 
pany, 1870), Part I, p. 350. 
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time, however, Sir William, by virtue of the fact that the relics had 
been found in Tuscany, believed them to be Etruscan. It would be many 
years before it was realized that the Etruscans (for funerary purposes) 
had imported the urns from Athens. It is noteworthy that even *° 


Whilst the volumes were still incomplete, Mr. Hamilton (sic) circulated proof 
plates of the work with great liberality. Some of the proofs were lent to our 
famous English potter, Josiah Wedgwood, and gave a strong impulse to his taste 
and artistic zeal. But they excited an eager longing for access to the vases them- 
selves, as the only satisfactory models. 


Amusingly enough, the name of the celebrated Wedgwood factory, 
“New Etruria,” was taken directly from “Hamilton’s archaeological 
misnomer. But nobody minded and before too very long all concerned 
found the late Hellenistic and Roman urns turning up in such places 
as Hadrian’s villa much better suited to Winckelmannian dictates. 

Hamilton’s first collection, considered to be “far more remarkable 
than any, of its kind, which had come to England,” was consigned to 
the Trustees of the British Museum in 1772. In return, Parliament made 
a grant to Hamilton of £8,400, a sum probably representing a modest 
estimate of the costs he had incurred. As before, his commercial friend 
Wedgwood was hot on the trail. A few years later, the potter” 


told a Committee of the House of Commons that, within two years, he had 
himself brought into England, by his imitations of the Hamilton vases in his 
manufactory at Etruria, about three times the sum which the collection had 
cost .. . the country. 


In the last analysis, however, Hamilton’s greatest service in the cause 
of propagating the esthetic gospel of Winckelmann or, as he styled 
it, the “refined” taste, was his hospitality liberally conferred upon his 
countrymen travelling in the pursuit of culture. Indeed, for most noble 
or plutocratic Englishmen taking the “Grand Tour,” Naples became 
a main stop second only to Rome itself. There the elegantly gracious 
British envoy was always more than ready to show his visitors his 
artistic treasures (never forgetting Emma herself, she whose classic 
features inspired him to dub her “a living antique”), to take them on 
inspection trips to Pompeii and Herculaneum, and to discourse upon 
the superiority of the “Grecian” style. The effects on English residential 


10 Jbid., p. 352. 
11 [bid., p. 353. 
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décor wrought by his returning converts can be readily imagined. If 
such purveyors of domestic embellishments as Matthew Boulton (Boul- 
ton worried about things other than steam engines), the brothers 
Adam and Wedgwood had employed Hamilton as their chief market- 
ing director he could hardly have done so successful a job. In his 
amateur capacity, he served as the eighteenth-century forerunner of 
today’s interior decorator, advertising manager, and tourist agent rolled 
into one. 

Whatever students of ceramics may think of Josiah Wedgwood’s 
influence upon pottery from an esthetic standpoint, none begrudge him 
the claim to fame inscribed on his epitaph that it was he “who con- 
verted a rude and inconsiderable manufactory into an elegant Art and 
an important part of National Commerce.” “All other English 
potters,” as William Burton has said, “worked on the principles he had 
laid down.” * Fortunately, Wedgwood’s contributions to the progress 
of ceramic chemistry, marketing techniques, manufacturing technol- 
ogy, and science have already been capably reviewed by historians, 
permitting us to pass on to the question of his relationship to the style 
currents flooding the markets he so assiduously sought.”* 

If there is any doubt in the historian’s mind about the primary 
ingredient of Wedgwood’s profitable alchemy, there was none in his. 





So open-eyed was the great potter about the springs of his own commer- 
cial success that I could complete the exegesis of this paper by a series 
of quotations of his own words. 

His most general and best-known prescription is set forth in his 
Catalogue of 1787:*° 


The progress of the arts, at all times and in every country, depends chiefly upon 
the encouragement they receive from those who by their rank and affluence are 


12 Meteyard, Life, Vol. II, p. 611. 

13 As quoted by John Meredith Graham II and Hensleigh Cecil Wedgwood in Wedgwood 
(The Brooklyn Museum, New York, 1948), p. 43. 

14 See, among others, J. Thomas, “The Pottery Industry and the Industrial Revolution,” 
Economic History (A supplement of the Economic Journal) Ill, No. 12 (Feb. 1937), 339-414. 

Most fortunately, a deeply researched article on Wedgwood which, in my opinion, both com- 
plements and tends to reinforce the approach pursued in the present paper, has recently been 
published. It is M. McKendrick’s “Josiah Wedgwood: An Eighteenth-Century Entrepreneur in 
Salesmanship and Marketing Techniques,” The Economic History Review Second Series, XII, 
No. 3 (April 1960), 408-33. Professor McKendrick’s main concern relative to my present exposi- 
tion is with Wedgwood’s methods of exploiting the prestige affects of fashionable patrons rather 
than with the morphology of tastes. His article came to my attention only after my own had 
nearly reached its present form and I made no changes, even of excision, because of it. Our 
independent arrival at mutually supporting positions seems to me to lend a good deal to the 
plausibility of our findings concerning consumer initiative. 

15 Cited by Graham and Wedgwood, Wedgwood, p. 82. 
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legislators in taste, and who are alone capable of bestowing rewards upon the 
labors of industry, and the exertions of genius. It is their influence that forms 
the character of every age; they can turn the currents of human pursuits at their 
pleasure. .. . 


This encomium to the legislators of taste, be it remembered, was 
delivered by no servile lackey of the rich and highly placed: Wedgwood 
was an ardent and open defender of all liberal causes, the American and 
French Revolutions included. 

Few businessmen have left a more informative or engaging account 
of their operations than Wedgwood has provided in his letters, many 
of them to his partner Bentley. 

On September 3, 1768, he writes of a certain line of classically 
fashioned vases that “they must be 18d or 2/ more each, & the black 
(say Etruscan) vases sent the 27th ult., those charged 9/ must be 10/6, 
and those 7/6 be g/, never mind their being thought dear, do not keep 
them open in the rooms, show them only to People of Fashion.” ** A 
few years later, in January 1770, he indulges, very charmingly, in some 
light, well-earned exultation.” 


Be so good to let us know what is going forward in the Great World. How many 
Lords and Dukes visit your rooms, praise your beauties, thin your shelves, & 
fill your purses; and if you will take the trouble to acquaint us with the daily 
ravages in your stores, we will endeavor to replenish them. 


Wedgwood owed his introduction to the luminaries of connoisseur- 
dom in the first instance to the local Staffordshire nobleman, Earl 
Gower, on whose family’s hereditary soil generations of Wedgwoods 
had toiled as craftsmen. From his early years he was in constant at- 
tendance at the latter’s seat of Trentham Hall, often to deliver wares, 
but as frequently to discuss with his lordship the news of London or to 
avail himself of the resources of the latter’s curio collection and library. 
What such tutelage meant to the young potter can scarcely be over- 
emphasized. Later, the earl never lost an opportunity to refer his 
friends and correspondents, a number of whom were royal visitor’, 
from abroad, to Wedgwood’s show rooms. But perhaps the main 
service he did him was to introduce him to Lord Cathcart, later 
Ambassador to the Court of Russia (where he successfully urged upon 
the Empress Catherine that she patronize Wedgwood ware), who in 


16 Meteyard, Life, VII, p. 69. Invoice to Cox, September 3, 1768. 
17 Jbid., p. 175. Letter to Bentley, January 1770. 
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turn is believed to have performed for Wedgwood the introduction 
which led to lifelong friendship with Sir William Hamilton. 

Students have as yet failed to answer satisfactorily how Wedgwood 
secured the funds or credit to pay for his expensive mechanical in- 
stallations and technical experiments as well as to finance his lavish 
marketing and promotional activities."* The answer now seems ready 
to hand. From the titled top to the middle-class bottom of his world 
of fashion the appetite felt for porcellaneous wares can only be de- 
scribed as voracious. We must not forget that it had been only since 
1733 that a Dresden alchemist under the prodding of that most flam- 
boyant of all porcelain collectors, Augustus the Strong of Saxony, had 
found the secret ingredient, never before known outside of the Far 
East, of true porcelain. But the mere lust for bric-a-brac, while it might 
do much to account for Wedgwood’s initial success in the local and 
even domestic markets, does not provide an explanation for Wedg- 
wood’s later and greater success in invading the great metropolitan 
markets of the Western world and in building up for England a hith- 
erto undreamed of export trade. 

For this, his master marketing achievement, we must, I think, give 
the main credit to the missionary efforts of Winckelmann and Hamil- 
ton. Had Wedgwood spent tens of thousands of pounds, he could 
never have succeeded in promoting the wares of lowly Staffordshire 
at the expense of the prestigious ateliers of the continent such as Meis- 
sen, Nymphenburg, Sevres or Limoges one whit so decisively as the 
pedantic German who so scornfully denigrated the Rococo designs of 
his native land. Inevitably, Dresden as a porcelain center found itself 
entrammelled by its own inimitable tradition. But where Wedgwood 
would have found it utterly impracticable to have assembled or trained 
in England a staff of highly skilled modellers and free-hand craftsmen 
capable of working in the sophisticated manner demanded by the 
Rococo taste, his homespun Staffordshire workmen were as well if not 
better fitted to the mechanical reproduction of antique designs, es- 
pecially when the workbenches of New Etruria were fortified by the 
technical devices which English ingenuity under the prodding of his 
practical genius could provide. The only other step he needed to take 
was to put the British sculptor, John Flaxman, in charge of a studio of 
modellers in Italy and his supply of tasteful ornaments was assured. 

In the last. analysis, it was Wedgwood’s scrupulous observance of 





18] am indebted to Professor Arthur H. Cole for bringing this pertinent consideration to 
my attention. 





Styling and Transmission of Fashions 585 





Hamilton’s dicta, above all the latter’s insistence on that “subdued 
harmony of color” which he deemed to be “one of the strong objective 
truths of antique art,” that gave Wedgwood a decisive advantage over 
his competitors. By winning the approval of, and identifying his name 
with, the well-connected nobleman who was known throughout polite 
society as the epitome of connoisseurship, Wedgwood won for his wares 
that most valuable of marketing attributes, authority. Most purchasers 
of fashion goods are notoriously insecure in their own judgments. By 
the purchase of Wedgwood’s wares, his customers could assure them- 
selves that their worst choices would still lie within the charmed circle 
of impeccable taste. 

Winckelmann through his elaboration, and Hamilton through his 
propagation, of the master stylistic code of their era furnished the 
irreducible and indispensable means of one of the most significantly 
consequential modes of social relationship, stylistic preference. Together 
they formulated the policy and devised the strategy for the cultural 
direction of their time, leaving to Wedgwood and his imitators the 
job of working out the manufacturing methods and marketing tactics 
needed to execute their orders. This is the connection between the 
little lesson I have drawn from the late eighteenth century and the 
topic of this session. It is the clear and distinct function of taste-makers 
(to employ a term given currency by Russell Lynes) to arrive at, and 
even to enforce that body of agreement through which stylistic com- 
munication becomes operative. Only they can perform this function 
and their performance is as autonomous as any other form of sociai 
leadership. The styling or the creation of fashions, then, is antecedent 
to their transmission. 

The tastes to which Wedgwood the producer catered were in no 
sense subject to his control and changed entirely independently of any 
intentions he may have entertained. Indeed, the producer in this case 
seems merely to have given implementation to the qualitative specifica- 
tions of consumers in much the same way as the Morse code, for one 
example, only carries the system of meanings which make purposeful 
interchange between the sender and receiver of telegraphic messages 
possible. 

Nor viewed in historical perspective does there seem to be the 
slightest reason to regard the activities of Winckelmann and Hamilton 
(including the effects they ultimately exerted on economic develop- 
ment) in any way exceptional. In Western culture, tastemakers have 
always existed and for many centuries they have shown themselves to 
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be as restless and ingenious as industrial entrepreneurs themselves. I 
hope I will not strain too far the patience of some of my listeners by 
suggesting that Louis XIV, that Archfiend of the Utilitarian demonol- 
ogy, may be regarded in part as a more powerful and affluent Hamil- 
ton, served by his own Winckelmanns. I am thinking not merely of 
the obvious effects on industry of his self-glorifying program of 
chateau-building (a program which not only set in motion the archi- 
tectural reconstruction of palatial Europe but, in the process, called 
forth new products and new techniques) but also of the somewhat 
more subtle implications for the long-range transformation of con- 
sumer standards involved in his oft-rehearsed “standardization” of 
the French nobility. That Louis used fashion as an engine of power 
is a point tellingly made by the remark a courtier addressed to the king 
upon the former’s return from exile: “Sire, to be long out of your sight 
is to become ridiculous.” 

The style transformation we have discussed left few phases of life 
untouched. In the closing decades of the eighteenth century, I have been 
reminded,” the middle classes first became confirmed users of soap. 
What more predictable consequence could have flowed from the retro- 
spective adulation of the body-revering Greeks? And then there was 
Beau Brummel himself, whose enormous influence on men’s clothing 
down to the present defies a just estimate, but whose style of dress was 
really nothing more than a transliteration of Winckelmann’s “noble 
simplicity.” In fact, when the Beau issued forth from his lengthy 
toilette the effect he created bore strong points of correspondence with 
a Wedgwood urn. 

Nor is the present day without its dependency on taste-makers as a 
reading of the reminiscences of a Cecil Beaton will make abundantly 
clear. Of course, it is legitimate to argue that the massive agglutinations 
of manufacturing and marketing power we have all become so worried 
about along with the vast, disoriented segments of the buying public 
on which they batten are strategically poised to muddy and obstruct 
the socially determined channels of style communication. But to 
discover that a man has hardening of the arteries or other tumid stop- 
pages is not to deny that his heart remains central to his circulation. 
From my own reading of the history of style, I cannot doubt that the 





19 Professor Morris L. Morris, University of Washington. Soap consumption for domestic 
use in England rose from 292 million to 643 million pounds between 1787-88 and 1819-21. 
See G. Talbot Griffith, Population in the Age of Malthus (Cambridge University Press, 1926), 
p. 258. 
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organ of taste innovation is congenitally and inalienably on the con- 
sumer side. Psychology confirms it. Tastes, notoriously subject to the 
emotions, exhibit much of the tenacity of prejudice in general. It fol- 
lows that their shifts can only be brought about through a process of 
conversion and this is a private affair in which personal associations 
figure far more than commercial advertisements. 

Nor does it seem to me at all doubtful that the very character of 
fashion changes—chancey and exogenous as these must be from the 
economist’s viewpoint—most materially influence and alter the struc- 
ture, the techniques and even the location of industry. 

It is no discredit to Wedgwood’s entrepreneurial talents nor to his 
yeoman service to British economic development to question seriously 
whether but for the tide of the Greek revival—he took it at the flood, 
Lord knows—he and Staffordshire with him would ever have been led 
on as they were to fortune. There is a sense, whose full implications we 
can only faintly perceive, in which Wedgwood and “the potteries” of 
his native county were merely there, inert as raw materials before a 
use is discovered for them. And this falls not far short of saying that 
every contribution the great entrepreneur and his competitors made to 
economic development waited upon the nod of high fashion. 


Dwicut E. Rosinson, University of Washington 





The Significance of Regional Studies for the 
Elaboration of National Economic History 


HE purpose of this paper is to serve as a point of departure for 

discussion of the relationship of regional differentiation and growth 
to general economic development. In addition to touching on method- 
ological problems, I hope to establish two specific points: (a) that the 
needs of economic history call for particular perspectives in delimiting 
regions, and (b) that study of regional interaction can provide insights 
in an understanding of national economic development. 

There are several preliminary assumptions to record before moving 
to the specific treatment of method, issues, and events. First, the focus 
in this paper will be on work which relates local phenomena to some 
larger entity. Though a great deal of regional research is the result of 
genuine attempts to understand the apparent diversity in economic 
development, some comes also from a desire to implement vested 
interest and to plead a cause. The zealousness and fervor that have 
provided momentum for such work are disturbing and point up the 
need in this field to filter out “distorted vision.” Moreover, much re- 
gional history stems from a chauvinistic history-as-heritage view which 
limits its use as objective interpretive work. 

Strong sectional feeling can explain, in part at least, certain aspects 
of economic growth; for example, in southern cotton textiles. Tying 
the success of southern mills to a return to equal footing with their 
northern peers, gave textile entrepreneurs drive that took on crusade 
proportions and infused them with an appetite for aggressive competi- 
tion that persisted to the 1920’s.’ 

It is not the use of regional material, reflecting sectional forces, but 
the scholarship which reflects provincial selection and interpretation 
that makes one uneasy. No doubt the biases and repressions of earlier 
eastern and southern and mid-western historians influenced the tone 
and content of much that is in regional literature. 

The second preliminary assumption is implicit in the foregoing; that 
is, that some objective dimension can realistically be a part of an ap- 
praisal of historical materials and that this has implications for the 


1 This does not preclude, of course, recognition that specific factor cost items made this 


economically feasible; for example, wage differentials. 
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“usefulness” of the research. Historians who are restive at attempts at 
using history as an instrument affecting policy formation may well be 
uncomfortable with this.” It is undoubtedly true that historical research 
which carries even an implicit emphasis on the “operational signifi- 
cance” of the results can run into trouble.’ Before they write off the 
discussion which follows, however, as another attempt of a social sci- 
entist to wring more lessons from history, let them note the power that 
contemporary tools of economic analysis have when used in regional 
studies for revealing information on past developments (quite apart 
from what motivation underlies the research). Though the discussion 
of the merits of “disaggregation” in the abstract which follows may 
appear to do violence to history as humanistic inquiry, it does, never- 
theless, have relevance for study undertaken in the humanistic context. 

The material below will be divided into three parts. First, there will 
be a brief discussion of “conventional” treatment of regionalism. This 
will be followed by reference to the specific kinds of regional study 
most promising for economic history. Finally, some statements will be 
made regarding the contending virtues of a “grand view” of economic 
development as opposed to a more incrementalist, monographic ap- 
proach. 





II 


“Homogeneity” is probably as good a key word as any other in seek- 
ing a residual ingredient in the multitude of definitions for region- 
alism.* It does convey information about content, but leaves the spatial 
dimension without boundaries. Yet to say that homogeneity-in-space 
completes the definition is not sufficient. It skirts the need for a point 
of departure and involves one in the risks of implicit theorizing. It is 
the type of homogeneity, first defined and then spatially delimited, 
which determines the region. Therefore, homogeneity fixes both re- 
gional content and spatial context. The scholar in this field cannot 
simply walk up to his historical materials and, in effect, let them tell 
him what the regional boundaries are. Though he may wish to ap- 
proach regional study with an unstructured view, he must inevitably 
face some kind of trade off between geographic, sociological, cultural, 


2 Also, historians troubled by excessive methodological scientism may be expected to share 
this reaction. 

3 This does not mean predictive significance. 

4 See, for example, the list of varying concepts of regionalism cited by H. W. Odum and 
H. E. Moore, American Regionalism (New York: Henry Holt, 1938), p. 2. 
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or economic homogeneities which forces on him the problem of setting 
up a priority list. This suggests that even with a limited taxonomic 
objective, some view of what his study is to yield must be in the picture. 

The literature reflects this. We find an evolution in the functional 
point of departure, from an essentially political focus in the nineteenth 
century to the sociological interests of the 1930’s. Earlier writings con- 
tain a counterpoint of self-conscious nationalism and an almost rhap- 
sodic localism. Analytical content centers, for example, on such issues 
as whether the sectionalism of Turner was related to or antithetical to 
the emerging nationalism of the period. It is clear that much of the 
motivational steam behind the ordering of homogeneities was an 
interest in the political implications of the findings. It was not, of 
course, all of the same cloth. Regionalism as sociology is also seen in 
the earlier period. Culture and civilization as stimulated by regional 
conditions, growing urban-rural differences, literary, artistic, and aes- 
thetic differences—all are examined in the regional context. However, 
regional interaction cast in terms of economic relationships is treated 
inadequately. It is dealt with only insofar as it impinged on political 
or sociological matters. 

In more recent times, more sophisticated sociological studies tied 
to a growing interest in regional planning give rise to more complex 
formulations. Economic factors appear in more explicit form but, for 
the most part once again, as dependent variables: the resultants of more 
explicit geo-physical factors combined with sociological and political 
determinants. The content of regional study, therefore, has spanned 
assertions of regionalism as pure goegraphy to regionalism considered 
as a factor conditioning political events (the struggle for power, a 
factor in a pluralistically conceived political structure), or to region- 
alism as a factor interacting with cultural development. 


Il 


The economic historian examines the past from a special vantage 
point. Regional economic history, therefore, calls for special criteria: 


(1) That a set of economic variables determines the homogeneous content of the 
region; 

(2) That they are relevant factors in analyzing interregional and national-regional 
interaction; 

(3) That they are compatible with theoretical formulations holding promise of 
usable conclusions; 

(4) That, where appropriate, they are quantifiable. 
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This follows from the nature of the questions that the economic his- 
torian would like to answer. 

Perhaps the key to the economic dimension is regional imbalance. 
The economic problem stems from scarcity and when placed in a spa- 
tial context, this becomes regional differential scarcity. It is the adapta- 
tion to this condition which gives rise over time to the satisfaction of 
wants for the whole economic community. In this sense regional study 
is integrative and the tie to trade theory becomes apparent.® The trad- 
ing area is the significant whole and the interacting regional divisions 
are the objects of study.° The economic historian wants to know 
whether and to what extent interregional specialization and/or inter- 
regional competition affects national economic development. 

In addition to allocation, however, the economic historian is inter- 
ested in the growth pattern. Moreover, there are dynamic issues on 
which light may be shed by the very attempt to disaggregate into 
regions. For example, does the process of growth itself suppress regional 
demarcations, thus forcing on the student a loss of the growth thread 
when he embarks on regional study? In defining regions at discrete 
points in time, is he strapped to a comparative statics framework and 
perforce unable to capture the truly dynamic elements in economic 
change? Answers here depend on how unbending, or perhaps naive, is 
the demarcation attempt. Though it does seem reasonable to label 
economic regions at particular dates, it would be foolhardy to consider 
them anything more than heroically defined ideal types. They must be 
recognized as shifting through time. In fact, the very homogeneity 
which leads to identifying the region might obscure considerable in- 
stability—pointing up the problems of analyzing the nature of regional 
vis-4-vis economic change. Moreover, factors operate to strengthen or 
retard regional impact over time in various economies. 

What can be said of the availability of data and the state of theoretical 
knowledge which is ready and waiting for the economic historian? 
Though widely scattered sources exist for these data, there is a need to 
search for empirical material which may be cast into a format that 
will reveal the structure of economic areas studied. One can list 
economic factors which readily indicate regional homogeneity. For 
example, income originating within the region (which may be broken 
down as received by residents or by “foreigners”), income from out- 





5 The theoretical work of Ohlin lends itself to regional research. 
6 This may be cast, for example, in terms of “‘dominant-satellitic’ areas, or center-periphery 
interaction, or core‘areas, and the like. 
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side of the region received by residents, savings generated inside the 
region, value of product by type in the region, interregional transporta- 
tion patterns,’ endowment of production factors, interregional real 
wage differentials, and the like. 

Of considerable significance to the regional economic historian is 
renewed theoretical interest in general equilibrium analysis. In recent 
work it is set in a framework where disaggregation of the national 
economy lends itself to study of the economic interaction of its con- 
stituent parts. This stems from work of Leontief, which Isard has 
followed, and uses a matrix of regional input-output relationships to 
characterize the structure of the areas examined.” With this type of 
interregional analysis we can know the degree to which any given 
input consumed in the region is supplied from within or outside of the 
region as well as the total input requirements for the region. In addi- 
tion it details what the given region supplies to other regions. This is 
precisely the type of breakdown needed, since we want to identify 
patterns of output in and among regions. These are the types of rela- 
tionships that lend themselves to input-output analysis. As Isard has 
noted: “. . . if those ties which tend to be stable inter-regionally can 
be isolated from those which do not, we are in a better position to 
project the impact of developments in one region not only upon in- 
dustrial activities within that region but also upon industrial activities 
in other regions.” ° 

Leontief has suggested a device for locating structural change in the 
national economy over time. He notes that by substituting the flow 
coefficients appropriate to one period in a national flow matrix with a 
final bill of goods of a different period, the differences in the required 
outputs from the various sectors of the economy thus derived will re- 
fiect the change in the structural relationships in the economy over 
the interval between the two periods. Similarly, we might take the 
interregional trade pattern of one period and use it to “supply” the 
respective regional consumption bills of another period. The subse- 
quent differential demands from each region imposed by other regions, 
would reflect the change in regional interaction over the interval 

TIn identifying movement of goods (and shifts in their mix) use can be made of abundant 
freight data, particularly when placed in a format such as a regional input-output matrix. 

8 For an exposition of the theoretical materials associated with an interregional input-output 
system as an empirical study of the contemporary economy, cf. L. N. Moses, “The Stability 
of Interregional Trading Patterns and Input-Output Analysis,” American Economic Review, 
XLV (Dec. 1955), 803-32. 


9 W. Isard, “Regional Commodity Balances and Interregional Commodity Flows,” American 
Economic Review, XLIII (May 1953), p. 175. 
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spanned. It is this type of use of an analytical framework that should 
provide clues for fruitful exploration of the institutional forces giving 
rise to significant change. 

To describe accurately the dynamics of development, we must be 
able to identify leading geographical sections as well as industrial 
sectors. We must have a tracing of the relative rates of growth between 
spatially differentiated areas as well as technologically distinct avenues 
of productive activity. We know that to focus attention exclusively on 
aggregates in a sectoral sense may cloak cancelling effects that exist in 
the movement of critically important variables; similarly to abstract 
from the particular growth patterns of regions may result in a cloaking 
of significant determinants of the pace and course of national develop- 
ment. In fact, analysis of sectors within regions is mandatory, if the 
presumption that these factors interact is correct. 

The foregoing framework is suggested as one example of the use 
of theoretical tools in historical research. This section will close with 
some additional examples of promising avenues for research in the 
regional field. The first group deals with problems of allocation as- 
sociated with regional differences in endowment and activity.”® 


(1) What has been the impact of regional differences on the choice of input 
factors, particularly on the trend toward capital intense production in selected 
areas? What have been the feedback effects on the movement of factors from 
region to region? 

(2) Has the idea that structural tensions build up over time leading to sudden 
bursts of innovational activity any relevance in a regional context? 


(3) Has the problem of locational obsolescence persistently dogged some areas 
to their disadvantage—or rather, is this a fluctuating problem (that is, do 
areas return to the center of the stage as technology changes)? 


(4) Has the drive toward emulation affected regional development? 


All of the above touch on the more inclusive question of the interaction 
of backward and more advanced areas. They ask whether regions are 
able to exploit the pioneering of others. Do leadership-followership 
roles play a part in explaining the pace and course of the development 
of regions as well as that of nations? 

On the macro-economic level the dynamics of regional interaction 
can be expected to affect national growth. Some questions that emerge 
follow: 


10 Questions of diminishing returns and economies of scale are implicitly included here. 
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(1) Is maturation in a region a microcosm of what the future holds for the 
economy as whole? Contrariwise, can it be assumed that differential and 
changing regional patterns hold promise for national economic vitality? 

(2) Does the existence of an expansive national economic area affect regional 
interaction? 

(3) Does decentralized decision-making which arises from basic regional differ- 
ences have a determining effect on the degree of centralized economic 
planning that emerges in the national economy? 

(4) By contrast, has nationalism as a unifying force impeded effective internal 
regional specialization? 


The study of a region as a microcosm may have promising uses. An 
example is California in the 1850’s where an exceptional boom high- 
lights some of the variables which create and are affected by rapid 
growth. Here was an accelerated upswing which involved both real 
and monetary factors. Further, here was an example of a regionally 
defined, dependent economy having ties to the more advanced Atlantic 
seaboard economy. Regional interaction may shed light also on ap- 
proaches to comparative national economic development. It is quite 
likely that interregional comparisons may uncover aspects of growth 
which are obscured in international comparisons that must cope with 
many institutional differences veiling basic elements. 

Types of data that are needed for effective regional economic history 
include the following: 


(1) Specific quantitative data that would permit establishing flow coefficients for 
important sectors by regions. 

(2) Disaggregated measures of regional capital stock over time.! 

(3) Regional differences in the final consumer bill of goods, in part to explain 
differences in taste and needs to achieve consumer satisfaction. 

(4) A regional record of product mix. 

(5) A quantitative record of interregional movement of goods. 

(6) Search for data revealing regional differences in liquidity preference, pat- 
terns of financing investment, and the propensity to save.’ 


IV 


There are two final issues which should be mentioned in a discussion 
such as this: (a) Does an attempt to approach national economic his- 
tory through a study of its regions lead to a loss of “the grand view” 

11 That is, in Goldsmith’s terms, information on regional reproducible tangible wealth. 


124 corollary inquiry would be into the relative strength of local money markets and 
(state and local) financial institutions related to attitudes toward federal intervention. 
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and hence to a loss of the essence of national economic development? 
(b) Does the regional approach tie the scholar to a one-factor theory 
so that he must emerge with a one-dimensional analysis? 

Much of the answer to these questions rests with one’s @ priori 
presumptions regarding the dynamics of economic change. If one 
assumes that the dimensions and mutual interaction of the component 
parts of the economic environment give rise to change in the national 
economy, then it follows that this type of sensitive probing of regional 
development will lead to a more meaningful understanding of the 
whole, rather than to a loss of the basic ingredients of growth. 

History in the grand manner may be able to provide insights in 
certain respects, but the sum and substance of economic history must 
be built on quantitative data integrated with institutional materials 
and subjected to analytical tools that can aid the scholar in finding 
patterns and relationships. This, of course, does involve drawing on 
related disciplines where appropriate, but as economic history is the 
object, it means that economic data and economic theory logically 
hold the center of the stage. 

The question has been asked whether an adequate economic history 
of the United States can be written until adequate regional economic 
histories exist. If a history of the United States were built on regional 
studies then, at a minimum, a reflection of growth based on internal 
relative rates of growth would emerge. To repeat an earlier assertion: 
there is a need to go beneath possible cancelling economic forces that 
are cloaked in the aggregate. Criticisms of “national histories” should 
be based not only on the fact that they may submerge regional differ- 
ences in data thus forwarding a more homogeneous image than reality 
warrants, but also because interacting factors are submerged.”* In this 
connection, regional monographs hold promise of a cumulative flow 
of effective research, particularly if they are concerned with showing 
the extent and character of interregional relationships as well as that of 
internal regional development. 

One essential that must condition the character of future regional 
research is an awareness of the dynamic aspect of these phenomena— 
not only in the sense that the boundaries related to a particular set of 
homogeneities shift, but that the criteria in choosing relevant homo- 


13 Separation of regional and national interaction for analytical purposes is reminiscent of 
the separation of secular trend and cycle in the analysis of economic fluctuations and subject to 
the same inherent pitfalls. 
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geneities change. Relevant economic measures emerge, dominate, 
and disappear from the scene over time. The scholar must search for 
these changes in order to make adjustments in regional definition. 
Material should be viewed as dynamic in another sense also: the cuar- 
acter of interaction between regions is constantly in flux; research 
should take as part of its objective the identification and appraisal of 
these changes. 

As regards the possible simplistic nature of regional studies, it should 
be evident that there is nothing to prevent findings from being inte- 
grated with other perspectives and approaches. Emphasis on the need 
for work of the kind suggested in this paper stems in part from the 
belief that it will serve as a welcome complement to other approaches 
and to research drawing on similar types of tools emerging in other 
disciplines. With this in mind, research in regional economic history 
holds much promise. 





Henry W. Broune, Yale University 





Notes on the Use of Regional Science 
Methods in Economic History 


Y notes this morning are a continuation of Professor Broude’s 

paper which has been circulated. I take the position that study 
of regional, interregional, and spatial interaction can provide insights 
for understanding not only national but all economic development. 
Put even more strongly, a well-balanced economic history must ex- 
plicitly consider spatial processes and the evolving web of interregional 
relationships. : 

At this point I could spend considerable time discussing how various 
historical studies have been inadequate on this score, and proceed to 
criticize economic theorists and others for their failure to develop ap- 
propriate spatial concepts for use by economic historians. But I choose 
to use my time otherwise. I prefer to try to indicate how some of the 
new, emerging regional science techniques can be employed to achieve 
greater depth in historical studies. Of course, the region is our unit. It 
is a dynamic one, and like any other sector, say agriculture, or the iron 
and steel industry, must be constantly redefined and reinterpreted as 
technology and the times change.’ 

First, consider the comparative cost approach of location theory and 
regional science.” As many of you know, this approach pertains to 
locationally cost-sensitive industries, such as aluminum, textiles, iron 
and steel, cement, and oil refining. For each such industry one sys- 
tematically sets down the existing and possible production regions. 
Given the market to be served, he then considers only those factors 
whose costs vary from region to region. For each production region, 


1 For discussion of the concept of region, see among others M. E. Garnsey, “The Dimensions 
of Regional Science,” and W. Isard, “Regional Science, The Concept of Region and Regional 
Structure,” both in Papers and Proceedings of the Regional Science Association, Vol. 2, 1956; 
P. E. James “Toward a Further Understanding of the Regional Concept,” Annals of the 
Association of American Geographers, Vol. 42 (September 1952); P. E. James and C. F. Jones, 
eds., American Geography: Inventory and Prospect, Syracuse University Press, Syracuse, New 
York, 1954, pp. 19-68; H. W. Odum, “The Promise of Regionalism” and R. Vance, “The 
Regional Concept as a Tool for Social Research,” both in Regionalism in America, ed. by 
M. Jensen, University of Wisconsin Press, Madison, Wisconsin, 1942; and R. Vining, “Delimita- 
tion of Economic Areas: Statistical Conceptions in the Study of the Spatial Structure of an 
Economic System,” Journal of the American Statistical Association, Vol. 48 (March 1952). 

2 For a full statement on this approach, see W. Isard ef al., Methods of Regional Analysis, 
An Introduction to Regional Science (New York: John Wiley & Co., 1960) ch. 7. 
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he calculates the sum of the costs of these factors; then he easily 
identifies the lowest-cost production region. For example, if Philadel- 
phia is the major market to be served, and if one were to make these 
calculations for the iron and steel industry for key years in the past, say 
1850, 1900, and 1950, he would find that the lowest-cost production 
site was Philadelphia in 1850, Pittsburgh in 1900, and Philadelphia, 
again in 1950. If one now were to make these calculations for all the 
major iron and steel markets as they have developed over time in the 
United States and for more key years, he obtains a rather deep under- 
standing of the historically shifting geographic pattern of iron and 
steel production, and of the relative growth and decline of major steel 
producing centers such as Pittsburgh and Youngstown.’ If the investi- 
gator were to conduct comparative cost studies not only for iron and 
steel, but also for other basic, locationally cost-sensitive industries, both 
for the United States and other regions of the world, he would certainly 
come to understand better the economic development of the regions of 
the world and of the relative shifts in industrialization and economic 
power that have taken place among regions. 

But the comparative cost approach is not enough. A basic industry 
like iron and steel does not exist in a vacuum. It is interrelated with 
other industries, and has become increasingly so over time. Its. develop- 
ment in any particular region comes to influence the location pattern 
and development, within the given region and others, of the various 
mining and manufacturing industries that provide inputs both directly 
and indirectly, and of the various steel-fabricating and other manufac- 
turing activities that consume steel, again both directly and indirectly. 
Professor Broude has already referred to one of the general equilibrium 
techniques which attempts to cope with the phenomena of regional 
and interregional industrial interdependence—namely, the regional and 
interregional input-output technique. For historical study this tech- 
nique is useful for both the systematic organization of sparse data and 
“limited” projection purposes. This is not the time for me to explain 
the input-output approach.* Suffice it to say that from a statistical 
standpoint it represents a checkerboard arrangement of sales and pur- 
chases by the diverse industrial, household, and other sectors of an 
economy; this arrangement frequently provides either a double check 





3 For illustrative comparative cost studies, see W. Isard, ‘“‘Some Locational Factors in the 
Iron and Steel Industry Since the Early Nineteenth Century,” and W. Isard and W. M. 
Capron, “The Future Location Pattern of Iron and Steel Production in the United States,” 
Journal of Political Economy, Vol. 56 (June 1948), and Vol. 57 (April 1949), respectively. 

4 For full treatment, see W. Isard, et al., Methods of Regional Analysis, ch. 8. 
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on the validity of existing data, or allows the investigator to fill in gaps 
in the data. From a projection standpoint, the input-output approach 
permits the investigator to estimate impacts of different developments.” 
For example, one might ask what were the impacts—the multiplier 
effects—upon different cities and regions of the actual establishment 
of iron and steel plants in the past. To be specific, take the Pittsburgh 
region. Via a set of crude input-output matrices for years 1875, 1900, 
1925, and 1950 one might conduct such an investigation. This investi- 
gation would yield estimates of effects upon a small number of eco- 
nomic sectors broadly (and roughly) defined. It would thereby cast 
more light upon the Pittsburgh experience, and be helpful as well in 
terms of appraising Pittsburgh’s potential. Like investigations might 
be conducted wtih reference to other historically important iron and 
steel centers. As a consequence of such irvestigation, and similar ones 
with respect to other basic industries, one would acquire a much firmer 
quantitative basis for the interpretation of he economic history of the 
United States. 

Now I am fully aware of the data requirements for the use of the 
input-output technique, and especially of the fact that in the past data 
have not been collected and processed in a way appropriate for input- 
output use. Yet, I would argue that in many instances an input-output 
approach, though very crude, could help uncover hidden sources of 
data, and, more important, enable one to put together in a more mean- 
ingful fashion the scraps of data that do exist. This has been the experi- 
ence of several underdeveloped regions which have initially exclaimed, 
“but we don’t have the data for input-output.” 

One point needs to be stressed. What the regional scientist proposes 
is that the comparative cost approach and the regional and interregional 
input-output technique be used not as independent techniques and in 
isolation, but rather in a synthesized fashion as has been spelled out 
elsewhere.® 

But still the union of comparative cost and input-output is not 
enough, at least for the regional scientist. Involved in input-output are 
sweeping assumptions, such as constant production coefficients, which 
severely: circumscribe the use of this technique. To the synthesis of 
comparative cost and input-output must therefore be added techniques 


5 As an illustration, see W. Isard and R. E. Kuenne, “The Impact of Steel Upon the Greater 
New York-Philadelphia Industrial Region: A Study in Agglomeration Projection,” Review 
of Economics and Statistics, Vol. 35 (Nov. 1953). 

6 W. Isard, et al., Methods of Regional Analysis, chs. 8 and 12. 
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which reduce the role of input-output, and in doing so introduce into 
the analytic framework realistic non-linearities, such as localization and 
spatial juxtaposition economies. One such technique is the industrial 
complex approach, an industrial complex being defined as a set of 
activities occurring at a given location and belonging to a group of 
activities which are subject to important production, marketing or 
other interrelations. One may consider electronics complexes, steel- 
steel fabricating complexes, nucleonics complexes, and hydrocarbons 
complexes, to mention a few. For example, a hydrocarbons complex 
may be viewed as comprising oil refining, gas separation, petrochemical 
activities and the production of one or more synthetic fibers, plastics, 
insecticides, and so forth. 

It is beyond the scope of these notes even to sketch the industrial 
complex approach.’ Suffice it to point out that this approach is almost 
essential for understanding such major developments as the Ruhr in- 
dustrialization with its heavy orientation to the steel-steel fabricating 
complexes, and more recently the Gulf Coast agglomeration with its 
primary focus upon hydrocarbons complexes. 

There are other techniques of regional science about which a few 
words could be said—gravity, potential and probability models, inter- 
regional linear programming, and urban complex analysis—, but I 
believe I have already used up my time. I trust that my remarks have 
suggested how the methods of regional science can be of use in eco- 
nomic history, a subject which I feel must necessarily encompass spatial 
processes and regional and interregional structure. I therefore would 
like to urge economic historians to move in the direction of using more 
of these methods in culling through their materials. On the other 
hand, I do not believe that you need to be cautioned against an over- 
enthusiastic use. As with any field of study, especially a new emerging 
one, not all of its concepts and techniques can be said to be proven 
and validated; and, typically, even the proven concepts and techniques 
can not be considered as applicable in all situations. 





Wa ter Isarp, University of Pennsylvania 


7 For full discussion, see W. Isard, E. W. Schooler and T. Vietorisz, Industrial Complex 
Analysis and Regional Development (New York: John Wiley & Co., 1959), and W. Isard, 
et al., Methods of Regional Analysis, ch. 9. 





The Theories of Hermann Aubin 
Critically Considered 


ERMANY, the homeland of particularism, is in many ways also 
Gite homeland of regionalism. On all kinds of German regions 
there exists an absolutely staggering wealth of assorted literature. 
Towering above this multitudinous evidence of local pride and local 
patriotism stands the work done by a group of German scholars who 
labored together on the task of finding in the region, the Raum, the 
Landschaft, the meaningful unit for historical study.’ Their work is 
associated most closely with the name of Hermann Aubin. This paper 
is intended to introduce to American students of economic history 
the work and ideas of Hermann Aubin and the men working directly 
or indirectly under Aubin’s inspiration. 


I 


From the co-operation between scholars trained in the sociological 
and anthropological sciences with the historian, from an inter-dis- 
ciplinary approach to the problem of defining a region emerged the 
first important clue. The linguists and the folklorists in general found 
that the regions in which a peculiar dialect was spoken were also re- 
gions in which a peculiar style of dress, architecture, handicraft, folk- 
song and the like predominated. Tracing the boundaries of such 
regions of common culture, to use the term as applied by the anthro- 
pologist, it was found that they are formed by natural barriers to 
transport and communication such as mountains, rivers, swamps and 
moors, and forests. The boundaries once traced on the map frequently 
recalled to the historian the existence of obstacles no longer visible.” 
Rivers had been bridged, moors had been drained, and forests had 
been cut, but the manifestations of the culture of the people still faith- 
fully reflected the ancient border lines. If regions of cultural homo- 
geneity were found to be delimited by obstacles of ancient standing, 


1 This search for a meaningful unit of study is essentially the same inquiry pursued by 
Toynbee in the introduction to his A Study of History (New York: Oxford, 1946). 

2 For this and the immediately following see H. Aubin, “Gemeinsam Erstrebtes, Umrisse 
eines Rechenschaftsberichts” in “Festschrift fiir Theodor Frings, 2. Teil; Rheinische Viertel- 
jahresblatter (17, 3/4, 1952). 
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further research revealed that the practices of law and local adminis- 
tration frequently fitted into the same patterns, and that, in conse- 
quence, it was permissible to speak of natural or organic, historical, 
or cultural regions. With due apology to the anthropologists, who had 
somewhat pre-empted the term, the group decided to speak of the 
Kulturlandschaft or the Geschichtslandschaft as the proper unit for 
historical study.* 

Once this cultural approach to the discovery of natural units had 
become established among the group, it was quickly recognized that 
the durability of the demarcation lines was a function of historical time. 
The earlier a given region had been settled, the deeper the topographi- 
cal demarcation lines were impressed on all subsequent developments. 
In general, in any country in which settlement had taken place early 
enough to permit such distinctive patterns to form, crystallize, and 
harden before the advent of modern means of communication, the 
student could and should make out such natural regions which would 
then, in fact, constitute the meaningful units of historical study. 

Conducting this kind of inquiry in Germany, with a view to finding 
meaningful units for historiography, it became immediately apparent 
to the group that the contemporary political subdivisions of Germany 
and that the boundaries of Germany itself did not necessarily coincide 
with the cultural, historical divisions. The administration of nation and 
state belonged to a sphere of activity too far removed from the culture 
of the people to be confined by the same demarcations. The historian 
of art had first drawn attention to these different levels of spheres. 
Studying the artistic culture of a region he had found that the art of 
cottage and village church was indeed confined to, and characteristic 
of, the natural region. The art of court, palace, and cathedral, however, 
belonged to areas that were much larger.* If one could successfully 
identify the style of the Westphalian farm house, it was not possible to 
speak of, for example, a “Westphalian baroque.” For such styles the 
relevant region had to be seen on a scale much larger, as large, perhaps, 
as all of northern Europe, or a similarly wide area.° As with the 
“higher” forms of art, so with the larger forms of political administra- 
tion. Partitions and alliances, conquests and peace settlements, clerical 
administration and religious conflict have, over centuries of political bar- 
gaining and real estate trading, produced entities far removed from 





3 “Gemeinsam Erstrebtes”; sée also H. Aubin, Th. Frings, J. Miller, Kulturstromungen und 
Kulturprovinzen in den Rheinlanden (Bonn, 1926). 

4 Kulturstrémungen, Foreword. 

5 Ibid. 
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the natural regions of homogeneous culture. Precisely this conflict 
between political administration and popular culture, this lack of 
coincidence of political and cultural boundaries had, in the first place, 
animated the search for the historical, cultural region, the natural unit 
for historical study. 





II 


The inquiries and researches reported on thus far had not paid any 
attention to economics as we understand it. Culture, as the term is 
used here, does indeed include reference to manners of cultivation, 
patterns of land tenure, and similarly earthy patterns of economic 
activity. Industry and trade, however, in the wider sense, did not form 
part of these studies. 

In view of the additional conceptual difficulties, if I may digress for a 
moment, this neglect of economics does not seem surprising. The re- 
gion that had emerged from the interdisciplinary approach of historian 
and cultural anthropologist was characterized by cultural homogeneity 
confined within physiographic borders. The question whether such 
regions also possessed economic homogeneity was not raised. 

What meaning should we give such a term as economic homo- 
geneity? Is it to signify that a region is bound together by intimate 
ties of economic interdependency in the sense that the inhabitants rely 
on each other for the satisfaction of, at least, the major part of their 
material wants? Or does it merely mean that the region forms an 
integrated unit of production bound together by, what we are accus- 
tomed to call, external economies? Regions of this second kind, regions 
in which a certain kind of production predominates, which I will call 
production regions for short, can, no doubt, be found at all times 
without great difficulty. The search for regions of the first kind, how- 
ever, involves the student in problems of considerable conceptual and 
methodological complexity as is evident from the work that was done 
in this direction. 

One of the early attempts to speak of economic regions was Biicher’s 
well-known notion of the Stadtwirtschaft. It will be recalled that 
Biicher saw the medieval map of Germany dotted with towns ar- 
ranged in an orderly pattern of spacing. The distance between the 
towns was given by the medieval rate of travel. In consequence the 
area surrounding each town and its market was considered to extend 
as far as a peasant could travel in one day to transact his business on 
the market and return home. 





604 Klaus H. Wolff 


This notion of Bucher was more than an attempt to delimit natural 
regions. It carried with it an important implication on the nature and 
organization of the medieval economy. It was a “heroic” ideal type of 
the kind Professor Broude has mentioned in his introductory paper, 
and it became famous as such in subsequent methodological discus- 
sion.° 

Biicher’s concept of Stadtwirtschaft was taken up again by Rudolf 
Hapke.’ Criticizing the exaggeration * of the role of the city market 
and citizen trader, Hapke attempted to create more of a “real type” by 
drawing attention to groupings of towns and countryside that would 
be autonomous economic units held together by powerful, irresistible 
(economic) interdependencies.? The examples he gives, the regions 
centered on Ravensburg, St. Gallen, and Frankfurt-am-Main, however, 
are really production regions, in the sense in which I use the term 
above. Hapke did not, I submit, show true economic regions that could 
meet his own standard of being “autonomous units held together by 
irresistible interdependencies.” The question of whether there were 
during medieval times, or whether there are now, such autonomous 
units has little relevance for a presentation with the narrow limits 
adopted for this paper." The notion of the economic region, of the 
Okonomische Landschaft has, as Aubin himself points out, attracted 
few followers in Germany.” 





III 


If the notion of the Gkonomische Landschaft, due to its conceptual 
difficulties, was not extensively pursued by German scholars, it never- 
theless holds intriguing possibilities. A critical consideration of Aubin’s 
theories should touch on two. 

Should one, as Biicher and Hapke did, look upon an economic re- 
gion as a kind of ecosystem, as the biologists have coined the term, a 
great deal is implied about the material civilization in general that 
prevails in the region and its matrix. It is clear that the conception of 
an economic region as an autonomous, mutually self-sustaining, eco- 


6 Arthur Spiethoff, “Pure Theory and Gestalt Theory” in Lane and Riemersma, editors, 
Enterprise and Secular Change (Homewood, Ill.: Free Press, 1953). 

7™“Die dkonomische Landschaft und die Gruppenstadt in der Alteren Wirtschaftsgeschichte” 
in Aus Sozial und Wirtschaftsgeschichte, Gedachtnisschrift fiir Georg von Below (Stuttgart, 
1928) pp. 82-104. 

8 See the discussion on ideal-typical exaggerations in Spiethoff, Pure Theory p. 454. 

® Hapke uses the strong term Zwangsverhdltnisse for such interdependency. 

10 At any rate, Professors Broude and Isard are vastly more competent to tackle this question. 

11 Letter from H. Aubin to Fritz Redlich, Oct. 31, 1959. 
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nomic organism, largely independent of the greater whole in which 
it is imbedded, implies a degree of self-sufficiency that can be main- 
tained only under certain, presumably, fairly simple, conditions of life. 
Given the average resource endowment of any region chosen at ran- 
dom, the absence of significant ties to the larger universe, or at least to 
other regions, suggests that both the technology of production and the 
arts of communication and transport have not reached a very high 
level of development. 

Conversely, the disintegration of clearly visible, regional, demarca- 
tion lines and the emergence of complicated patterns of cross-relation- 
ships between various regions would be evidence of development. As 
the arts of production make demands on resources not locally available, 
and as the skills of transportation are adequate to maintain avenues of 
communication and exchange with other areas, the character of the 
region and the form of the region change. The very change, the grow- 
ing interaction and interdependency of previously, perhaps, relatively 
independent regions, the very process of disintegration and progressive 
merging can serve as a dramatic indicator of development and the 
stages attained at any one time in history. 

Aubin says of the Rhineland” that every change in the modes of 
transportation radically changed the meaning and significance of the 
great water route that is the Rhine river. He suggests, in fact, that a 
history of the Rhine can serve as a history of Europe ** insofar as every 
major change in the economic or political conditions of Western 
Europe at least, is strongly reflected in the developments along the 
Rhine."* In general, a series of cross-sectional surveys *® of the form 
and size of the German economic regions would constitute one of the 
liveliest and most dramatic illustrations of the process of economic 
development in Germany.”® 

The change in the function of a region is suggested by Bruno Kuske, 
the only economic historian in the Aubin group. In his economic 





12 Kulturstrémungen, see also Aubin, Frings, Hansen et al., Geschichte des Rheinlandes von 
der altesten Zeit biszur Gegenwart, 2 vols., Vol. 2 Kulturgeschichte (Essen, 1922). 

13 Gemeinsam Erstrebtes. 

14 A point on which, incidentally, Aubin finds the consent of Toynbee. In his introduction 
to A Study of History, p. 9, he refers to the lands along the Rhine as a “frontier” for the 
Roman Empire that became a “base line” for the new Western society; “. . . a rib from the 
side of the older society was fashioned into the backbone of a new creature of the same species.” 

15 Gemeinsam Erstrebtes. Such cross-sectional surveys would enlarge the study of Kultur- 
landschaft into a study of Kulturmorphologie. ; 

16 Such cross-sectional surveys lend themselves to cartographic presentation. Arthur H. Cole 
was kind enough to call to my attention the series of maps:on rates of transportation in the 
United States in Charles O. Paullin, Atlas of the Historical Geography of the United States 
(Washington: Carnegie Institution 1932). Fortunately on our panel we have, in Professor 
Clark, an expert in this field. 
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history of Westphalia ** he says: “When one looks to the beginnings of 
modern industrialism, he looks where there is coal and iron—he looks 
at Westphalia.” ** Changes of function, in contrast to changes of form, 
are not easily presented on a map. The study of the internal changes 
connected with development of technology and resource use, however, 
affords an opportunity for the utilization of regional studies that the 
group of scholars I have here reported on had no occasion to exploit. 

The comparison of the process of functional change as it takes place 
in several different regions of one country can serve to sift the general 
and universal from the merely local and accidental. Under the micro- 
scope of regional, or even firm history, factors may become visible that 
could provide vital clues for the explanation of the aggregate move- 
ments and development. One may indeed expect to find such a wealth 
of clues with this close-up view that only comparison of similar devel- 
opments in several regions can lead to the elimination of the accidental 
and the exposure of general factors at the root of the great movement. 

I am, at this point tempted to say, that, quite contrary to some of the 
thoughts expressed by Aubin, the question whether regional history 
reflects broader developments, or whether the larger movements are 
the resultant of changes at the grass roots is somewhat beside the point. 
Metaphorically speaking, the man that studies a horse’s teeth to gauge 
the age of the animal is, in a sense, using “regional analysis” without 
either losing sight of the whole or making postulates on “reflection” or 
“causation.” 

What ultimately emerges from the labors of the group of scholars 
on whom I have here reported is the notion that the study of regions 
can and should be the study of a fulcrum or focus. The study of the 
natural, historical, organic region, both in form and in function should, 
if pursued with judgment and discrimination, show the great move- 
ments of cultural, political, and economic history. It should reflect 
these movements with all the exaggerations and distortions, but also 
with all the powers of magnification that are characteristic of a focus, 
a point where emanations and radiations from points widely dispersed 
are gathered and concentrated in one small point. 


Kraus H. Wotrr, Middlebury College 





17 Wirtschaftsgeschichte Westfalens in Leistung und Verflechtung mit den Nachbarlindern, 
(Miinster, 1949). See also Kuske’s important contributions to 8 Geschichte des Rheinlande, 12 
above, and particularly to the great work H. Aubin et al. Der Raum Westfalen, 4 Vols. Vol. 3, 
(Berlin, 1931 and later). 

18 Wirtschaftsgeschichte Westfalens, Foreword. 





Geographical Change: 
A Theme for Economic History 


GEOGRAPHER speaking to the theme of the relationships of 

his field with that of economic history has many choices. Mine 
is to suggest ways, and one in particular, in which we may be of serv- 
ice to you. There is much that we need from you, too, but it seems less 
presumptuous to offer than to ask and it may be more useful to you in 
the long run to do so. 

A preliminary problem is that of communication between us and it 
is to that that I will address my first remarks. The necessary avoidance 
of jargon from either field is an obvious embarrassment. It removes . 
the protective cloak of obscurity, and the restriction to a presumed 
common pool of concepts risks the charge of simplicism. Taking that 
risk I shall wade right in and begin with some assumptions and a word 
or two of caution. 

There is, surely, no need to chew once more the old cud of the rela- 
tionships of geography and history.’ It may be useful, however, to 
remind you that just as we (as most scholars) must be historians from 
time to time, so must all of you find it necessary occasionally to be con- 
cerned with the character of areas of the earth’s surface, varying in time 
and place, and, in general, with locations, distributions and relation- 
ships in and through space. Thus, as geographers, however unwittingly 
and incidentally, you may come to feel (as so many geographers do, 
naively, about economic history) that our goals are clear and simply 
defined and that our methodology should present few problems to us. 
I would only remind you that, as with historiography in general, and 
your own interdisciplinary methodology in particular, the purposes and 
practices of geographical scholars range widely and through much of 
the same philosophical continuum as your own.” We, too, grope for 
clearer goals and better ways of reaching them. 

1 See: H. C. Darby, “On the Relations of Geography and History,” Transactions and Papers, 
Institute of British Geographers, XIX (1953), 1-1 and J. O. M. Brock, “The Relationships 
between History and Geography,” Pacific Historical Review, X (Sept. 1941), 321-25. A more 
extensive discussion is contained in A. H. Clark, “Historical Geography” in P. E. James and 
C. F. Jones (eds.) American Geography: Inventory and Prospect (Syracuse: Association of 
American Geographers by the Syracuse University Press, 1954), ch. ili, 71-105. 

2 The most recent comprehensive treatment in English of the philosophy and methodology 


of geography is R. Hartshorne, Perspective on the Nature of Geography (Assoc. Am. Geogrs. 
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Fortunately, geographers are no longer assumed to be a priori deter- 
minists in the sense that they are students of the “control” of culture by 
nature. Yet, implicitly, the imputation of determinism (or, at least, a 
profound misconception of what geographers are about) lingers in a 
widespread misuse of the adjective “geographical.” It is merely the 
adjective of “geography” and nothing more. Geographers are as little, 
or much, concerned with nature as their descriptive and analytical 
purposes suggest. Phenomena associated together in space may have 
greater or less mutual effect on each other, and interaction may extend 
through space for greater or lesser distances. These things are at the 
heart of interpretative analysis by geographers, but we are not devoted 
to study of the effects of one specific category of phenomena on another. 
To insist that “geographical” implies a greater interest in nature than 
in culture (even if it often, or usually, implies interest in both) is quite 
to misread the purpose and practice of our discipline. 

The point is that your common habit of so misusing the adjective, 
or rather the attitude implied by its misuse, hampers mutual com- 
munication. To rest the case on only one example (but one that should 
be familiar to most of you, quite possibly in your own writing), the 
distinction so often made between political and economic regions and 
their “geographical” counterparts is pertinent. One “region,” estab- 





lished by whatever criteria and for whatever purpose, is as “geographi- 
cal” as another; * an area defined as one in which most of the people 
adhere to Buddhism is quite as “geographical” a concept as one in 
which a function of average surface slope and local relief falls between 
certain prescribed limits. If it is agreed that an economic fact, or devel- 
opment, is no less economic because it is also “historical” surely, too, a 
political or economic area or boundary is no less than one or the other 





Monograph Series, No. 1; Chicago: Rand McNally, 1959). Attention is called to his statement, 
of direct relevance here (p. 179): “. . . the student of history cannot confine his study to an 
area so small as to contain no significant areal differences. . . . History . . . must be in 
greater or less degree geographic. Conversely, as we have seen, since the concept of ‘the present’ 
—or of any other point of time—is an abstraction, all geographic work must be in greater 
or less degree historical. The distinction between the two kinds of study is not one of separation 
but of difference in purpose and emphasis.” 

3 For a discussion of the subjective and abstract character of “regions” and boundaries so 
established see Hartshorne Perspective, 129-45. In addition to the general popular meaning of 
an area of the earth’s surface distinguished in any way so that it is useful to talk about it, 
we have “formal” regions (intellectual generalizations, corresponding to typology in other 
sciences, based on “relative homogeneity” and ignoring differences deemed minor) and “func- 
tional” regions (utilizing the areal extent of systems of organization in reality, like a network 
of roads centering on a city). As many scholars have pointed out, the analogies between the 
establishment of “regions” in geography and “periods” in history are very close. It is suggested 
that when historians become impatient with the geographers’ diffidence, or difficulty, in defining 
regions that they reflect on their own parallel problem. 
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because it is also “geographical.” But, particularly, it is no less geo- 
graphical because it is something else as well. 

It was suggested to me that I might stress one of our more fashion- 
able activities of the moment as being of particular interest and use 
to you. Our preoccupation with locatien, distribution and circulation 
has led, rather naturally, where relevant data can be quantified and 
located with enough precision, to increased use of statistical-carto- 
graphic techniques. Locational theory, mathematical models of space 
relationships, regional input-output studies, measurements of the regres- 
sion of one statistical surface {representing quantified areal differen- 
tiation) on another, and multivariate correlations of distributions, each 
involving a wide variety of new and old mathematical, statistical and 
cartographic techniques and theories, are receiving widespread atten- 
tion.* I shall not expatiate lest I trespass on Professor Isard’s theme, but 
it must be said that, for us, these are simply new or improved tools in 
the attack on problems geographers have always faced. In much of 
what we are, or should be, doing, they are not applicable. 

Many of our data, like many of yours, are not quantifiable, or, if so, 
not subject to manipulation to any clear interpretative purpose;° I stress 
this, perhaps obvious, fact because of suggestions made that geographers 
should adopt the name, or move bodily into the new field of Regional 
Science. How much simpler, indeed, it would be if geographers could 
reduce all of their problems to mathematical formulation; as one who 





4 Among North American geographers who have taken the lead in quantitative statistical 
applications are W. L. Garrison, H. H. McCarty, J. R. Mackay, A. H. Robinson, E. J. Taafe, 
E. L. Ullman and W. Warntz. Two review articles by Garrison, “Spatial Structure of the 
Economy: “I” Annals of the Association of American Geographers, XLIX (June 1949), 232-39 
and “II,” ibid. (Dec. 1949), 471-82, are useful in indicating some of the nature and extent of 
the geographical interest. Among other recent publications are: J. R. Mackay, “Regional Geog- 
raphy: a Quantitative Approach,” Cahiers de Géogr. de Québec, 3™¢ ann. (Apr.—Sept. 1959), 
57-63; J. Q. Stewart and W. Warntz, “Macrogeography and Social Science,” Geogr. Rev. 
XLVIII (April 1958), 167-84; and, idem, “Some Parameters of the Geographical Distribution 
of Population,” Geogr. Rev. XLIX (April 1959), 270-72. 

5 One of the most effective attempts to place the current statistical “binge” of geographers in 
perspective is O. H. K. Spate, “Lord Kelvin Rides Again,” guest editorial in Economic Geog- 
raphy, XXXVI (April 1960), facing p. 96. He properly and specifically objects to the dictum: 
“When you cannot measure [what you are speaking about], when you cannot express it in 
numbers, your knowledge is of a meagre and unsatisfactory kind; it may be the beginning of 
knowledge, but you have scarcely, in your thoughts, advanced to the stage of science. . . .” 
See Wm. Thomson [Lord Kelvin], Popular Lectures and Addresses I (London: Macmillan & 
Co., 1889), 73. 

Spate’s rejoinder (or caveat) closes with this statement: “The soul of scientific method is 
verification, and that is not always numerical. Render unto UNIVAC those things that are 
UNIVAC’s; but remember that statistics are at best but half of life. The other half is under- 
standing and imaginative interpretation.” 

6 Many geographers have joined, or work closely with, the Regional Science Association, 
founded in 1954, and the new Institute of Regional Science’s Journal of Regional Science, 
born at the University of Pennsylvania in 1958. 
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was trained as a mathematician and labored long years in the statistical 
vineyard, I speak from frustrating experience and with much feeling. 
Our statistical “binge” is simply a bandwagon response (we are no less 
sheeplike than you I fear) to a useful and healthful trend and, as they 
find their proper place in our arsenal’ of research techniques, the new 
procedures should prove of great service to us. 

Our contributions may be of most use to you in the development 
of statistical techniques firmly rooted in geographical cartography. In 
much of the rest of our current effort we are busy with approaches that, 
I suspect, you are better qualified to undertake for yourselves, and 
need no encouragement from us to pursue. 

In the field of the study of economic “growth,” or the lack of it, I 
think we may have more to offer, not only by the general services of 
geographical description and interpretation of economic phenomena 
but by our concern to relate, in area, economic with all other relevant 
evidence. As Rostow is at pains to point out, the dangers of too high 
a level of abstraction in terms of narrowly defined economic phenom- 
ena, are great.’ Every part of the earth, however delimited, has its own 
integrated character (its own geography we would say); and any lim- 
ited abstraction from it, analyzed in itself (and essentially in vacuo) 
risks irrelevance to reality. The conclusion of the geographer, Hart- 
shorne, who is a member of the S.S.R.C.’s Committee on Economic 
Growth, that “for a long time to come, the differences among the well 
settled countries of the world in the essential human requirements for 
economic growth will doubtless be more important than those in 
material resources” * is salutary and, perhaps, expresses a peculiarly 
geographical viewpoint in placing matters purely economic in proper 
regional perspective. 


TW. W. Rostow's remarks in the “Introduction” to The Stages of Economic Growth (Lon- 
don and New York: Cambridge University Press, 1960), pp. 2-3 are relevant: “. . . in terms 
of human motivation, many of the most profound economic changes are viewed as the conse- 
quence of non-economic human motives and aspirations.” He goes on to quote Keynes, “If 
human nature felt no temptation to take a chance, no satisfaction (profit apart) in constructing 
a factory, a railway, a mine or farm, there might not be much investment merely as a result 
of cold calculation.” See Keynes, J. M., The General Theory of Employment Interest and 
Money (New York: Harcourt Brace, 1936), p. 150. 

8R. Hartshorne, “The Role of the State in Economic Growth: Contents of the State Area,” 
in H. G. J. Aitken (ed.), The State and Economic Growth (New York: Social Science Re- 
search Council, 1959, 287-324, especially p. 321. The “human requirements” are suggested by 
his listing of the retarding effects of illiteracy, particular cultural attitudes, forms of state 
organization, and so on. 

A rather full exposition of the general approach of geographers to such problems has just 
appeared: N. Ginsburg (ed.) Essays on Geography and Economic Development (Chicago: 
University of Chicago, Department of Geography, Research Paper No. 62, 1960), with con- 
tributions by nine geographers and an economist. 
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One might well expect that historical geography should have most 
to contribute to economic history and this will be my argument. His- 
torical geography has many facets, but it is not a topical specialty like 
climatology or political geography. Any and all of our specialties can 
and should be studied historically. There has always been a good deal 
of interest by geographers in the relatively immediate past of the con- 
temporary circumstances they studied, but the emphasis has been on a 
study of the past only for what might help to explain the present, and 
that purpose is not fundamentally an historical one. Much also has 
been done in terms of cross-sectional reconstruction of past geographies, 
either singly or in the “sequent occupance,” or “successive stage” 
format.® These efforts should be of particular value in your identifica- 
tion and analysis of economic stages in your theory. 

Again there has been emphasis on the description of process through 
which selected elements of regional content that are believed to have 
contributed largely to regional character, have changed through time. 
This has been called the “vertical theme” in historical geography and, 
however closely it may approach to cultural and economic history 
(albeit geographical history), it is clearly of great probable interest and 
value to you.’® 

My argument is that there has been too little concern with attempts 
to study geographies of any kind as continually changing entities. There 
must be more emphasis on the geographical structure of change; on the 
changing patterns of phenomena and relationships in and through area. 
That we can now apply more precise methods of description and 
analysis than we have been able to do in the past (especially if the data 
are quantifiable) may be important, but even with the use of relatively 
simple cartographic and statistical procedures, combined with a com- 
prehensive knowledge of regional character and the fullest possible 


9 Good examples are to be seen in H. C. Darby (ed.), An Historical Geography of England 
before A.D. 1800: (Cambridge: University Press, 1936). D. S. Whittlesey suggested “Sequent 
Occupance” as a theme in an article so titled in Annals Ass. Am. Geogrs. XIX (March 1929), 
162-65. 

10 See H. C. Darby, “Relations,” and idem, “The Changing English Landscape,” Geographi- 
cal Journal, CXVII (Dec. 1951), 377-98. Very important also has been the theme of man’s 
use, or misuse, of his potentially permanent, renewable resources of vegetation, soil, and water. 
See Clark “Historical Geography,” pp. 85-6, 89; C. O. Sauer “Theme of Plant and Animal 
Destruction in Economic History,” Journal of Farm Economics, XX (Nov. 1938), 765-75; 
and, idem, “Destructive Exploitation in Modern Colonial Expansion” Proceedings, Interna- 
tional Geographical Congress, 1938, II, Section IIIc, 494-99. Note also the full discussion of 
this theme in W. L. Thomas (ed.) Man’s Role in Changing the Face of the Earth (Chicago: 
University of Chicago Press for the Wenner-Gren Foundation for Anthropological Research, 
1956). It is central, too, in much conservational study by geographers, perhaps best exemplified 
in the many writings of J. R. Whitaker. 
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examination of related process, a great deal can be done.”* Of particular 
interest is the focus on the locational aspects of change itself, and of rate 
of change, in the distribution of individual significant phenomena, of 
multiple functions of phenomena, or of important interactive processes. 

Professor Broude is speaking, in part, to this point, and I need not 
elaborate. Briefly, the interest for the economic historian is, I suggest, 
this. We can, and have helped you in description and understanding of 
changes in location and distribution of people, raw materials, trans- 
portation facilities, production and marketing units, flows of people 
and goods, and a wide variety of other phenomena. But we have not 
given you enough assistance in terms of reasonably precise knowledge 
of the location and dimension of change; and where we have so 
directed our attention it may too often have been essentially an econ- 
ometric analysis (at whatever level of sophistication).’* Even if we 
can develop competent analysis of locational change in such terms 
it often will involve abstractions from reality that gives us hints and 
suggestions of where to look for answers rather than the answers 
themselves. It is axiomatic to the geographer that any interpretation of 
the location of economic change, or the change of economic location, 
will be partial and dubious unless it goes hand in hand with similar 
studies of the regionalization of physical, political, social, and cultural 
change. Finally, it is essential to realize that the description of geo- 
graphical change, with whatever degree of sophistication it is done, 
provides not only a new treatment of evidence, but a new kind of 
evidence for analysis. In that analysis you should have the help of 
geographers with breadth of both training and vision. 

The only specific question suggested to me in the invitation to 
prepare this paper has not been answered: “How are we to decide, 
for any given period, or any given part of the earth’s surface, what 
are the appropriate spatial limits for the study of economic change?” 
May my conclusion be a brief attempt to reply? The answer to the 
delimitation of any “region” is, of course, the purpose for which the 
regionalization is desired. In the case cited, it is suggested, a most 





11 For example of method see A. H. Clark, Three Centuries and the Island (A Historical 
Geography of Settlement and Agriculture in Prince Edward Island, Canada) (Toronto: Uni- 
versity of Toronto Press, 1959) and, idem, “Old World Origins and Religious Adherence in 
Nova Scotia,” Geographical Review, L (July 1960), 317-44. 

12 Several examples of work by geographers in terms of quantitative spatial analysis, that go 
as far, in terms of change, as “before and after” studies over relatively brief periods of time, 
are discussed in B. Barry, “Recent Studies Concerning the Role of Transportation in the Space 
Economy,” Annals Ass. Am. Geogrs., XLIX (Sept. 1959), 328-42. 
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useful device would be to isolate and map any important elements 
of the economy that have a significantly variable pattern of distribu- 
tion (and relationships among these elements if this is possible) at 
whatever successive periods their location can be determined. That 
boundaries, however drawn, will change with time is clear enough; 
there are few economies and societies in the twentieth century in which 
distributional changes are not occurring, often with some rapidity. 
The determination of a region for studying economic change may best 
depend on the establishment of the locus of most significant change 
for whatever period one may have interest; the question is thus largely 
answered and the matter of “boundaries” assumes its proper place 
of reduced importance. Here, as in so many other ways, it is in the 
study of the geography of change, an essential element of the study 
of changing geographies (and, [ think, the most promising aspect of 
contemporary work in historical geography) that the geographer may 
contribute most to the’ purposes of historians, whether students of 
change in society, culture, or economy. 


Anprew H. Crark, University of Wisconsin 


REPORT OF THE DISCUSSION 


Perhaps the basic characteristic of this well planned, well managed, 
orderly session was the fact that it had something for everybody. One sus- 
pects, in fact, that archeologists, ichthyologists, astronomers, and othet 
learned specialists could profitably have added their voices. There was, 
inevitably, some shop talk, but one major result of the effort to relate eco- 
nomic history to economic and historical geography was to elevate much of 
the discussion to a plane where all kinds of students could talk to one 
another. Babel became orderly—communications-wise, that is. To the apostles 
was imparted, for this occasion at least, the grace of a common tongue. 
A definite though necessarily broad set of conclusions emerged—ones that 
when translated back into disciplinary idiom promised to be immediately | 
useful to the respective practitioners. 

Discussion led off with a mild challenge and an elaboration, both di- 
rected primarily at Professor Broude’s paper. Regional historians could not, 
this commentator stated, be accused of bias without at the same time noting 
that myopia was also an occupational disease of “national concept” histor- 
ians. The use of New York prices as a national index and the recourse to 


7” 


such easy descriptions as “the prosperity of the 1920’s” were two examples 


<> 





614 George S. Gibb 


cited of the need to explore regional circumstances and, as Professor Broude 
himself suggested, to “go beneath possible cancelling economic forces.” 

Such exploratory efforts, we were told, should recognize that exact po- 
sitioning of geographical boundary lines is not essential, or even possible. 
Moreover, boundary lines change, not only historically but also with the 
viewpoint of the scholar. The, further we stand back, the bigger the region 
becomes. Defining the boundaries is not the only difficulty; bias is a fre- 
quent companion to efforts directed at identifying the “heart” of a region. 
But, it was urged, let us acquire more county data and get at our task 
of intra-national study, the importance of which is emphasized by the sheer 
volume of internal trade. 

The challenge hurled at the objectivity of “heartland” studies was 
answered later in the session by a strong protagonist, who, while subscrib- 
ing to the “vagueness-at-the-contours” criticism, argued that the region as 
a whole was of less significance than the growing centers, or nucleii, of 
economic development. 

Another discussant, perhaps made uneasy by the stress on regional view- 
points, made a plea for constant retention of the “big picture”’—the de- 
velopment of economic resources—as the goal of regional analysis. Basic 
understanding of a broad subject such as technology, for example, is 
gained through provincial avenues of approach. We study diverse origins, 
the diffusion of knowledge from one place to another, and the simultaneous 
technical changes occurring in different places. Efforts to relate such local 
developments to the national milieu must perforce deal with communica- 
tions, which may be divided into three pertinent study areas. The com- 
munication of technology is, in the this discussant’s opinion, largely a matter 
of personal contact. The communication of business messages and informa- 
tion is recognized as a particularly dynamic economic force in the nineteenth 
century. The proliferation of devices to speed social communication has, 
among many other things, been influential in the diffusion of demand pat- 
terns. Studies of regional communications in such terms can tell much 
about the nature and rate of economic growth generally, and at the same 
time provide insight into relationships between the various communications 
channels themselves. 

The matter of demand diffusion throughout regions, it was pointed out, 
raises certain critical issues, including that of defining the region. To Pro- 
fessor Wolfe’s description of a productive region, possessing distinctive 
attributes but economically wedded to a broad geographic cosmos, one dis- 
cussant wished to add the thought that today we do not assume an indi- 
visible whole. An area may be a region in some ways and not in others— 
may be vulnerable to some influences but not to all. Thus, we can hopefully 
conclude that the brave new world will not be entirely homogeneous or 
devoid of interesting variety. 
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At this point, a commentator arose to grasp the soaring discussion and 
bring it back to earth. How, he asked, shall we draw our regional lines, 
particularly in view of data limitations? Is not the important issue that 
we draw the lines to fit our questions and our data? Can we fruitfully 
argue about the importance of the whole versus the parts when for some 
purposes the value of the whole submerges the significance of regional dif- 
ferences, while in other cases it is the regional difference that matters? Can 
we generalize about boundaries when some students are interested in bound- 
ary changes—others in changes within boundaries? Let us beware, also, of 
confusing political and economic boundaries, or, for that matter, of drawing 
too glib distinctions between them. Certainly we should remember that 
our data determines the techniques we employ and the things we look for. 
Some regions can be studied for some things, but not for all. To this line 
of reasoning another commentator added the incidental intelligence that 
Congress in the mid-nineteenth century devoted much time to a fruitless 
debate over what constituted an economic region. 

Thus exposed to challenge, the practical aspects of spatial differentiation 
became the target for the volleys from many quarters. Economists, said one 
commentator, look for a universal model, but economic historians need 
one that is flexible. Let us not draw tight regional definitions, because there 
are many kinds of regional significance. We must define the region to suit 
our individual purposes. 

Two other discussants went further. Lamenting the “overlay of mysti- 
cism” that had been plastered on the regional approach, one participant 
asked if there were, in fact, any meaningful regions? Was not the regional 
study, inadequate in itself to support a theory and always plagued by fun- 
damental differences of definition, a building block rather than a goal in 
itself? Moreover, added the second discussant, striking a note that had 
already become something of a /eitmotif for the session, are we not doomed 
to endless frustration in seeking “homogeneity” as the residual ingredient in 
our differentiation of a region? Even if regions are defined in a manner more 
meaningful than “the silly hodge-podge dreamed up by the founders of the 
Federal Reserve Bank two generations ago,” the problem of the economic 
historian is to keep his studies of resource allocation close to reality. This 
means, essentially, that he must organize his study along the line of political 
boundaries, which unfortunately is the way the data comes to him. 

An international note was interjected at this point by a commentator who 
stressed further practical difficulties, and pointed to some solutions. Cana- 
dian research, he declared, had long been dominated by anthropological 
considerations revolving around the unassimilated French population. Al- 
most exclusive recourse to the concept of cultural differentiation as a tool 
for analysis had tended to obscure financial and technological developments 
at the regional level. Economists and economic historians, he pointed out, 
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could simply not afford to follow in the footsteps of sociologists beating a 
well worn path. The need is for active collaboration of historians and theo- 
rists, employing (without excessive infatuation) the quantitative research 
techniques of the electronic age to process masses of data. In interesting 
contradistinction to the criticism of Professor Broude and others that na- 
tional concepts average out significant regional variations, this commentator 
asserted that research on regional projects should embrace an area or period 
broad énough to wipe out internal variations and make comparisons possi- 
ble with other regions. The particular Canadian goal, he asserted, was to 
discover that point in time and space when the cultural-anthropological 
influences become important, or cease to be so. The day will come, he pre- 
dicted, when economic historians will want more information from an- 
thropologists, but first the data must be studied and the proper questions 
framed. 

These pointed references to cultural influence sent discussion off on a 
pertinent new tack. Regional studies must, it was stated, recognize the im- 
portance of cultural and political determinants. Examples were cited where 
economic development had been shaped by cultural variants and where 
public policy, of fear of public reaction, had molded economic regions, ut- 
terly submerging such classic influences as cost. 

From this subject area, conspicuously devoid of dissenting voices, the 
discussion moved to a climaxing summary. All of us, it appears, are re- 
gional historians. The important question is, what region? The definition 
of boundaries follows from the questions we ask our data. Homogeneity 
is not enough—in what way is a region homogeneous, and how does the 
march of history alter that homogeneity? We recognize the fact that the 
more massive are the collections of data, the broader and less distinct our 
regional definitions must be. We seek by making regional studies com- 
parative, however, to avoid the worst dangers of regional studies. We see, 
happily, an enormous number of challenging regions that cry out for 
study. 





Georce S. Gres, Editor, Business History Review 





The Price System and Economic Change, 
A Commentary on Theory and History 


HIS paper is intended to provoke a general discussion of the nature 

and uses of historical sociology and its possible relevance to the 
work of economic historians.* It is not an exhaustive treatment of 
the topic. Terms of reference merely call for a reconsideration of “the 
penetrative powers of the price system.” 


In 1938 Harold A. Innis published an essay on “the penetrative powers 
of the price system.” Under this title, he treated the fate of modern At- 
lantic civilization as variations on a pricing theme. After the first im- 
port of treasure from the Americas, he contends, “the price system ate 
its way more rapidly into the economy of Europe and its economic 
thought.” Towards the close of his paper, he affirms that: “(t)he 
effectiveness of the price system has been shown in the decline of feu- 
dalism, the decline of mercantilism, the rise of paleotechnic capitalism, 
and the shift to neotechnic capitalism.” * 

The phrase “price system” runs through the exposition like some 
talismanic thread in a curiously involuted pattern of change. At times 
it refers to logical derivations from price theory, at others to an increase 
in the money supply, at still others to the whole corpus of liberal 
thought and institutions, to European expansion overseas, to techno- 
logical innovation, demographic change, commercialization, politics, 
and the achievements of consumer research. It is not clear from the 
variety of meanings attached to the phrase (and the constant evocation 
of its powers) exactly what Innis intended to show. Does he mean: 1) 
that the price system, because of endogenous powers, caused these enor- 
mous transformations over continents and centuries, or, 2) that the 
price system was a controlling set of social institutions which ordered 


*The author wishes to acknowledge helpful suggestions received from Alfred Harris, 
anthropologist at Brandeis University, and Louis Cohn-Haft, ancient historian at Smith College. 
Neither of these scholars, of course, is responsible for applications made in this paper. 


1H. A. Innis, “The Penetrative Powers of the Price System,” Canadian Journal of Economics 
and Political Science, TV (1938), 299-319. 
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and shaped effects stemming from exogenous causes? If he means the 
first, the inherent powers, then his title and usage are consistent but 
contrary to the notion of the price system developed by economic 
theorists. Neither price theory nor its correlative set of market insti- 
tutions is intended to sustain an historical edifice such as this. If he 
means the second, the mold of the market, his position is closer to 
that of the economic realists, except that he appears to attribute to the 
price system a relevance and significance incompatible with institu- 
tionalist perceptions of “reality.” At best, therefore, Innis’ exposition 
is a tour de force founded on a metaphor; at worst, a confusion of the 
fundamental stuff of social change with the epiphenomenon of pricing. 

There is a further hipt of his meaning when, in a final cadence, he 
declares: “(t)he word political has been restored to its place with 
economy, and equilibrium analysis must be modified and extended 
throughout the social sciences. A study of the elasticity of demand for 
autarchies is significant to a study of the elasticity of demand for wheat. 
Depressions produce deterministic systems and arguments such as 
have been advanced in this paper.” Is he possibly suggesting some 
interaction among economic, political, and other social processes which 
impinge upon each other and through which a society achieves co- 
hesion and direction as it adapts to the exigencies of environment? 
Perhaps Innis has stumbled on the question much slighted by the 
theorists and never systematically explored by the institutionalists: the 
relation of economy and society. With a generous stretch of the imagi- 
nation, he might be said to have taken a Parsonsian view of that rela- 
tionship. At any rate, this is a question to which our discussion will 
ultimately turn, since the historian, unlike the theorist, is concerned 
with the origins and scope of the price system in history. For the 
historian, the price system is usually a phenomenon to be explained; 
he may use it as a paradigm only to a limited extent. In this respect, 
his work is closer to that of certain anthropologists and sociologists 
than to that of the economists. 





II 


Price theory is the core of microeconomics, that branch of economic 
science which treats the behavior of individual economizing units. 
It explains how, under certain conditions, each and every resource, 
good, or service passing among these units is evaluated and thereby 
allocated among alternative uses. Prices are an expression of these acts 
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of evaluation in money terms. In so far as the achievement of any and 
all unit ends is contingent on the utilization of means which are more 
or less scarce, alternative uses are competitive and means must be 
priced in relation to the priorities of individuals’ ends. Given supply 
and demand at various prices, therefore, actual quantities and prices 
will move towards equilibrium levels which clear the market. 

The “system of prices” manifested in markets gives guidance to the 
behavior of all economizing units. It permits units (in pursuit of maxi- 
mum individual returns) to allocate economically and fully a given 
quantity of employed resources. Prices indicate what is to be produced. 
Prices determine the proportions in which productive resources are 
combined in any output, and, given the income of spending units, 
govern the distribution of products. Through interest rates and price 
margins, they are likewise an element in calculations which provide 
for the maintenance of the system and its progress. The interaction 
between supply and demand a¢ a price furnishes the mainspring of 
the “self-adjusting” market mechanism and, other things being equal, 
ensures optimum satisfaction of demand and efficiency of supply. It 
is “the miracle of a properly working price system” that it answers all 
questions relating to the most economical order of production and 
distribution “simultaneously, taking into account all relevant con- 
siderations, without a centralized bureaucracy attempting to solve, 
without the necessary knowledge, the myriads of simultaneous equa- 
tions involved.” * 

If the price system secretes such inexorable powers to move men and 
goods, it is not surprising that some economic historians have found it 
to be the motivating force of events. Institutionalists and other critics, 
however, have insisted that the formal validity of an abstract theory 
does not assure the working of miracles in practice. The three assump- 
tions for perfect competition are stigmatized as “unrealistic.” The pri- 
mary postulates of the theories of value, production, and dynamics are 
said to lack “operational significance.” Finally, it is suggested that the 
ceteris paribus requirement, affecting productive techniques, consumer 
tastes, resource availabilities, etc., begs all the important questions that 
must be answered by students of economic change. In the critic’s view, 
the idea of a “properly working” price system is either a utopian fig- 
ment or an unpardonable hoax. 

Price theorists reply that all scientific theory is “abstract.” They 
have never concealed their assumptions and their postulates, if un- 

2J. E. Meade, Planning and the Price Mechanism (London: Allen & Unwin, 1948), 8-9 
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derstood, “only have to be stated to be recognized as obvious.” * In 
recent decades, moreover, efforts have been made to give a more explicit 
(if not greater) empirical content to the workings of the price system. 
Developments in theory relating to market imperfections and towards 
dynamics, for example, represent endeavors to relinquish some of the 
simplifying assumptions without abandoning either price logic or price 
magic. Efforts to make theory “more applicable” are not a conse- 
quence of dents made in its formal armor; they are advances in logic, 
not empirical retreats, From its first “deductive scuffles” with the edicts 
of Colbert and the monopoly of the East India Company in the 17th 
century, through the long struggle against “inductive revolts” in the 
1gth and 2oth centuries, price theory has in fact sharpened its cutting 
edge—in spite of dull-witted champions who have sometimes carried 
its banner. 

Thus, when critics argue that price theory is founded on an out- 
moded and degraded view of human nature, economists rejoin that 
this is an absurd distortion. Since Marshall and Menger, the whole ir- 
relevant baggage of “psychological hedonism” has been jettisoned. The 
sole assumption entailed by the notion of subjective or “psychical” 
evaluation is that economic units are purposeful and consistent, i.e., 
rational, True, the device of homo oeconomicus may be a caricature, 
yet it is not altogether unflattering to homo sapiens. “The ends of eco- 
nomic activity,” moreover, are simply “any objectives which motivate 
that activity.”* Their common denominator is not “pleasure” or 
“money” but “satisfaction.” The economic significance of market 
evaluations stems from the fact that they are made. For the theorist, 
there can be no question of whether unit preferences are correct or in- 
correct by ethical, aesthetic, or political standards. The outcome of these 
polemical confrontations is not important, except as they help the 
historian to understand the relevance or irrelevance of micro-theory. 
Misgiving with price theory is no longer occasioned by the specter 
of economic man nor by shortcomings of 19th century psychology, 
but with the narrow construction of: 1) the means-ends dichotomy in 
terms of individuals related to each other only in the capacity of means 
to each other’s ends, and 2) the economy as a mere aggregation of 
such individuals.® It is this implicit view of “atomic” society rather 





3 Lionel Robbins, Essay on the Nature and Significance of Economic Science (London: 
Macmillan, 1935), 72-135. 

4G. J. Stigler, The Theory of Price (New York: Macmillan, 1946), 1-16. 

5 Talcott Parsons, “Some Reflections on ‘The Nature and Significance of Economics,’” Quar- 
terly Journal of Economics, XLVIII (1934-35), 511-45. 
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than “hedonistic” man which discloses the utilitarian ancestry of price 
theory. 

Economists do not deny, of course, that price adjustments are some- 
times sluggish or erroneous, that their effects may be inequitable or 
callous. Price operations, moreover, do not prevent the destruction of 
natural resources nor necessarily meet the alleged needs of the public 
sector. Whatever ideologists may say in “defence” of the price system, 
the austere theorist merely questions whether such observations are 

strictly “economic” and insists that remedial measures ignore the im- 
plications of theory at their peril. It must be said, nevertheless, that 
the malfunctioning of prices may stem (monetary considerations apart) 
from forces exogenous to the price system: changes in population, in 
tastes, in the legal framework, or in technology, etc. Theorists do, to be 
sure, sometimes assume a change in this or that datum and proceed to 
trace its consequences in terms of changes in market operations. They 
do not, however, claim to predict when such exogenous changes will 
occur nor to explain them fully when they do occur. Even the pious, 
therefore, need only affirm that price theory is the worst form of eco- 
nomic explanation devised by man except all others that have been 
tried. A more skeptical historian might conclude that price analysis 
has great pedagogic merit but only a limited relevance to the study of 
economic change. 


Ill 


It is precisely the limitations of theory and the diffidence of theorists 
that have prompted other economists, by no means fools, to rush in 
with institutionalist explanations of economic and social change. Many 
institutionalists have attributed special catalytic powers to the phe- 
nomena of money and investment. 

To one of the most gifted of heretics, Wesley C. Mitchell, the incom- 
pleteness of price theory and “the very generality of the conclusions 
that can be deduced from [its] assumptions prevents them from fitting 
the facts of any place and time.” He rejects the notion of Heckscher 
and others that there is “a use of economic theory in the service of 
history.” He denies the plea that theory, even monetary theory, helps 
much in the choice of facts and the explahation of them. Mitchell 
sought “general illumination” in economic history. He accounts for 
the transformations of modern times in terms of “cumulative changes 
to which the adoption of monetary institutions has led.” ° 


6 W. C. Mitchell, “The Role of Money in Economic History,” Journal of Economic History, 
IV (1944), Suppl., 61-7. 
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For Mitchell, money is the root of both good and evil. “By virtue 
of its generalized purchasing power, money emancipates its users from 
numberless restrictions upon what they do and what they get.” Society 
gradually abandons restrictions upon people’s domiciles, their oc- 
cupations, “the circles they shall serve, the prices they shall charge, 
and the goods they can buy.” For the sake of its generalized pur- 
chasing power, men try to make money and to this end they are 
obliged to offer goods people want at prices they are ready to pay. It 
is the generalized purchasing power of money, therefore, which in 
some way causes society to emancipate demand and motivate supply. 
Why this sequence had not happened in every society which had 
evolved a general-purpose medium, Mitchell either did not know or 
did not explain. He was after all an institutionalist. It is ironic that he 
approaches Adam Smith’s “obvious and simple system of natural 
liberty” by converting the derivations of price theory into the observ- 
able data of economic history! 

Meanwhile, the use of money also transformed personal relations 
into the impersonal cash nexus, fostered new “mental and moral 
abilities,” and served to rationalize breaches of tradition as “progress.” 
Mitchell argued that men’s minds “become obsessed by monetary illu- 
sions.” The backward art of spending money contrasts starkly with 





the rationality that pervades the process of making money. Confusion 
is confounded by the fact that the technical exigencies of monetary 
systems prove difficult for men to manage. Following this money-mak- 
ing pattern of life and thought, economic theory has become “not 
an account of actual behavior such as historians attempt to provide, 
but an analysis of what it is to the interest of men to do under a variety 


of imagined conditions.” * 


Since the modern economy is organized under the form of making 
and spending money, Mitchell concluded that economic history could 
be organized “more effectively around the evolution of pecuniary in- 
stitutions.” He did not, of course, provide any theoretical justification 
for his view of the primacy of money nor did he explain how the use 
of purchasing power in exchange and the increasing frequency and 
scope of economic choice had become socially instituted and sanctioned 
activities. His educated instinct (a word which Mitchell the behaviorist 


7 Ibid. Also, Mitchell, “The Backward Art of Spending Money,” American Economic Re- 
view, Il (1912), 269-81; “The Role of Money in Economic Theory,” American Economic 
Review, VI (1916), Suppl., 140-61; “Human Behavior and Economics,” Quarterly Journal of 
Economics, XXIX (1914), 1-47. 
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did not disdain) had brought him close to an important sociological 
hypothesis. Nevertheless, his fixation with money in theory and history 
led him to omit any serious consideration of just those exogenous 
factors which price theorists have recognized as most germane to the 
study of change. (Would he perhaps have argued that “a felt necessity 
to make money” was the mother of invention?) As a consequence, 
one who did so much to puncture the less-guarded pretensions of 
theorists and to indicate the historical-relativity of pricing institutions, 
lessened the force of his own insights into historical change. The same 
fixation which caused him to see the importance of money in periodic 
fluctuations in the intensity of resource use led him to ignore other 
factors at work in the phenomenon of the growth cycle. It is difficult 
to resist the conclusion that Mitchell’s approach results in another 
“psychological” interpretation of history or, in sociological terms, the 
assertion that psychological processes are determinants of social proc- 
esses. 

Other economists, disenchanted with the results of crude induction 
or discouraged by the rigorous limits of pure deduction, have emanci- 
pated themselves by flights into techniques of social accounting and 
statistics which seek to measure the determinants of the economy as a 
whole: overall levels of production, income and employment, and eco- 
nomic growth. By means of elaborate arithmetic and probability theory, 
they attempt to trace out actual changes in the data and derive sta- 
tistical laws of movements covering the most heterogeneous circum- 
stances of time and place. Many heterodox theorists, of course, pro- 
ceeded and accompanied the enumerators :n their efforts to discover 
what these elusive determinants might be: Marxists, Historicists, 
Schumpeterians, and Keynesians, not to mention less publicized indi- 
viduals who explored once-over changes in given conditions, induced 
invention, population responses to changes in income, and so forth. 
It was the hope of the statisticians, however, to provide the necessary 
quantitative measures which would permit “fully testable levels of 
analysis.” * In fact, the multiplication of cases and information (much 
of which has an ambiguous or fanciful nature) has brought to light 
more problems than it has actually solved. 

Nothing has been more disheartening and yet more salutary than 
the experience of latter-day macro-economists with the problems of 
growth in underdeveloped areas. From the confident expectation of 


8 Simon Kuzets, “Notes on the Study of Economic Growth,” Social Science Research Council, 
Items, XII (1959), 13-17. 
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a “simple equivalence of the pace of capital transfer and the pace 
of development,” they have been obliged to look at 19th century ex- 
perience anew and to recognize that the great achievements of inter- 
national investment came in areas which also received European 
population and culture.’ The effect of exports of capital and technical 
knowledge to tropical and sub-tropical areas of non-European culture 
(some of which had ancient commerical traditions and some of which 
did not) was more limited or even negligible. The case of Japan was 
different again. In other words, where its example is inapplicable, the 
price system obtains little response: its vaunted powers of penetration 
are rapidly exhausted. In communities where sustenance is organized 
through institutions other than prices and markets, foreign invest- 
ment is apt to create “not only a dual economy but also a dual society 
in which conditions for the diffusion of western technology may actu- 
ally be the reverse of favorable.” *® The introduction of the railroad 
and the mail order catalogue does not transform every kampong and 
pueblo into Keokuk and Peoria. A question remains, and it is not 
wholly an economic question: why do they work in some places and 
not in others? 


IV 


Perhaps the most considered and helpful statement regarding theory 
in the analysis of economic change is put forward by George J. 
Stigler, an exponent of price theory. He suggests that a full under- 
standing of economic systems and events transcends the conventional 
boundaries of academic specializations. For the solution of certain 
problems, cooperation among disciplines should replace contests within. 

Stigler is primarily concerned with defining the conceptual appa- 
ratus of price theory and delimiting its scope. In the course of this 
presentation, he is trying to get people to concentrate on theory but in 
a number of asides he gives excellent advice to students of social change. 
He concedes that a “complete analysis” of many economic questions is 
not possible within the terms of price theory. Thus the “maintenance 
and expansion of the economic system cannot be explained exclusively, 
or perhaps even primarily in terms of the price system.” He gives the 


®Honor Croome, “The Dilemma of Development,” New Commonwealth, Nov. 9, 1953, 
487. 
10 Ragner Nurkse, “International Investment To-day in the Light of Nineteenth-Century 
Experience,” Economic Journal, LXIV (1954), 744-758. 
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example of the influence of economic incentives on technological im- 
provement and concludes that a “full explanation of economic prog- 
ress involves a study of the society’s entire culture.” He suggests that 
where “the conventional division of labor [among economists, soci- 
ologists, political scientists, etc.] would do great violence to a problem 
. . . the scientist tills the border line between two or more disciplines.” 
Stigler cites this significant example: “an explanation of rent in a 
custom dominated economy.” ” 

A striking illustration of the point is to be found in the confusions 
which arose when officers of the East India Company failed to grasp 
the nature of the land revenue system under the Mughals. They con- 
fronted themselves with a “problem” of deciding whether land revenue 
for the Company should be regarded as a rent or a tax. Under the 
Mughals, according to a recent investigator, the land revenue appears 
to have been a customary share-in-kind of a common village harvest, 
leaving unaffected the cultivator’s “choice of crops, his methods of cul- 
tivation, and his reciprocative and redistributive relation with the 
village artisans.” ** Land revenue was not a rent in any sense nor was 
it a tax on the value of a grain heap created through a market. We 
need not be detained by the expedients and rationalizations of British 
policy: apparently the “tax” advocates got the better of the “rent” 
advocates. But, because of the absence of a pricing system for land 
use, efforts were made to calculate the amount of rent which would 
be paid if there were such a market. The efforts were doomed. It was 
impossible to compute the “net assets” of estate in land and the ad- 
ministration fell back on a rule of thumb: find out what the landlord 
collects from his tenants and then charge him with part of the rent. 
The system was difficult to administer and cruelly inequitable, since 
actual rents were affected by local custom, the caste system, and favor- 
itism. It failed to satisfy modern canons of taxation. Neale concludes 
that to formulate the issue in terms of rent v. tax was to misconstrue 
the economic organization of pre-British India. The British approach 
“falsely assumed that the use of market terminology would prove 
revealing; actually employment of such terminology clouded the 
issue.” 

The evidence of history and anthropology makes it clear that there 


11 Stigler, op. cit., 11-12, 39-40. 

12 W. C. Neale in Karl Polanyi et al., Trade and Market in the Early Empires: Economies 
in History and Theory (Glencoe, Ill.: Free Press & Falcon’s Wing Press, 1957), 223-228. This 
volume cited hereafter as: Polanyi, Trade and Market. 
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are forms of sustenance organization and distribution other than those 
of the market and its price system. In such cases, application of price 
theory and market terminology may indeed do violence to a problem 
and to a population. In the case of rent v. tax it was an insensitive and 
inept system of public administration not the price system which ex- 
hibited the penetrative power. Pricing did not eat its way rapidly 
into either village life or thought and the reciprocity-redistribution 
system remained intact for a long time inspite of some indigestion. 
Thus, the economist’s notion that the economic problem must be fun- 
damentally the same in all ages may be a form of ethnocentric blind- 
ness. “The insufficiency of human resources for satisfying the total 
wants . . . felt and put forward by man,” which is Heckscher’s formu- 
lation of that problem is an a priori postulate (as he well knew) not a 
primordial fact.’* Beyond men’s animal needs, the wants felt and put 
forward are culturally defined and their ways of satisfying these wants, 
both animal and cultural, are socially instituted. This is, in great part, 
an answer to the problem of the kampong and Keokuk. 

Studies in commonplace America as well as exotic India indicate 
that just as reciprocity and redistributive systems may overlap and co- 
exist, so the price system may apply in some areas of life without pene- 
trating all prior or indigenous patterns.“* There is nothing in the 
theory of the price system that would either require or account for such 
transformations. While Neale’s passage to India provides valuable 
information about non-market forms of sustenance and some pointers 
for theory, it does not add much to the conclusion of Stigler who pre- 
sumably stayed at home. 

The austere exponent of the price system might have predicted this 
result, since, by his own definition, the analysis of economic transforma- 
tions is beyond his particular competence. The creation of novel de- 





13, F. Heckscher, “A Plea for Theory in Economic History,” Economic History (Suppl. 
to Economic Journal), 1 (1926-29), 525-534; “Quantitative Measurement in Economic History,” 
Quarterly Journal of Economics, LIII (1939), 167. The present writer would, nevertheless, agree 
with Heckscher against Mitchell that “theory” does help in the choice and explanation of 
“facts.” 

14 By “reciprocity” is meant a system in which tradition establishes the rights and obliga- 
tions of individuals and groups in relation one to another, and status governs economic 
behavior. The symmetry of social organization insures provision for the needs of all, barring 
emergencies. By “redistribution” is meant a system in which a central agency, and not tradition 
or markets, determines production and disposition of goods. It is essentially authoritative. See, 
Polanyi, Trade and Market, passim. Readers interested in taxonomies, including those of Max 
Schmidt and Walter Eucken, should consult P. L. Wagner, “On Classifying Economies,” in 
Norton Ginsburg, ed., Essays on Geography and Economic Development (Univ. of Chicago, 
Department of Geography, Research Paper No. 62, 1960), 49-62. 
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mands, innovations in law, the introduction of new technologies, or 
a community’s receptivity to science and “education,” for example, are 
not generally susceptible to price analysis even in highly developed 
market systems, let alone cross-culturally. The persuasions of advertis- 
ing, the disciplines of research, like the idea of “getting ahead in the 
world” are cultural phenomena with, at most, an -conomic penum- 
bra.** Simon Kuznets, one of the most experienced of macro-econo- 
mist’s reaches a broadly similar conclusion when he speaks of the 
“variety of factors, non-economic in character, that have to be con- 
sidered in any study of economic growth.” He cites several of the old 
chestnuts: population movements, the progress of science and tech- 
nology (both excluded from the corpus of orthodox economics since 
the mid-1gth century), political and, significantly, sociopsychological 
factors. In face of these difficulties, economists take refuge in “mathe- 
matical models with a few variables, or amateurish cogitations on a 
vast theme.” ** It is time, surely, to till the border line between two or 
more disciplines. 


V 


A full appraisal of the origins, development and, to a lesser extent, of 
the operations of the price system seems to lie outside the compass of 
either micro- or macro-technique. In the light of discussion so far, it 
- is submitted that neither economists nor historians can proceed much 
further in this inquiry without recourse to a growing body of perti- 
nent literature in sociology. This is especially urgent in view of the 
increasing frequency with which phrases like “social institutions” and 
“cultural values” are bandied about at the September meetings of the 
Economic History Association. It seems likely that the word “values” 
may become the last refuge of a frustrated macro-economist just as it 
has long been a first ploy of the historian in his intra-mural contests 
with social scientists. 


15 These social and cultural phenomena influence “prices” and, in market economies, are 
sometimes influenced by them. For a recent critique of the “self-regulating market mechanism” 
in these regards, see C. E. Ayres, The Industrial Economy: Its Technological Basis and Institu- 
tional Destiny (Boston, Houghton Mifflin, 1952), 320-373. 

16 Kuznets, loc. cit., 13-17. This is not to suggest that we do not need more and better data 
of the kinds produced, for example, by the National Bureau of Economic Research. The point 
is that, apart from technical limitations of such data, the statistical analysis of economic change 
only goes so far. A sensible “incrementalist” realizes he can only explain a fraction of the data 
by macro-techniques. Also, L. W. Shannon, “Social Factors in Economic Growth: A Trend 
Report and Bibliography,” Current Sociology, V1, No. 3 (Unesco, Paris, 1957). 
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Economic historians are familiar with the writings of Durkheim, 
Pareto, Weber, Veblen, and Sombart, among others, and their some- 
what uneven contributions to what Talcott Parsons once called “socio- 
logical elements in economic theory.” ** We do not propose to discuss 
the work of these sociological economists or economic sociologists, nor 
to argue that we now need a breed of historical sociologists or sociologi- 
cal historians to aid us in our broadening inquiry. Called social histori- 
ans, they would smell as sweet.** We are more interested in the 
treatment of economic process in sociological theory and seek only the 
company of those who are interested in historical applications and are 
aware of the special difficulties of working with historical evidence. 
The potentially fertile border land is a no-man’s land. 

In all these respects, the very different works of Talcott Parsons and 
Karl Polanyi and their associates will serve as two recent and relevant 
examples of the roads we may travel.’® They attempt to set economic 
activity into the larger context of society. They draw on materials and 
methods that treat this larger context in order to complete the analysis 
of problems that have long resisted economics. Both are functional 
approaches in that they posit “requirements” which must be met if 
societies are to continue and thrive as going concerns. Both conceive 
of economic activities as embedded, albeit analytically distinctive, proc- 





esses within more comprehensive systems of interaction. Such processes 
enable populations to cope with exigencies of environment, maintain 
social cohesion, and attain culturally-defined ends. We do not intend 
to discuss these otherwise very different models nor to comment on 
their formal implications. We propose only to torture their language 
a little further in an endeavor to restate “the penetrative powers of 


17 Talcott Parsons, “Sociological Elements in Economic Thought: I. Historical, II. The 
Analytical Factor View,” Quarterly Journal of Economics, XLIX (1935), 414-453, 646-667. 

18 W. W. Rostow, who currently is closest to finding the Holy Grail perhaps, is content to be 
an economic historian at an institute of technology. 

19 Talcott Parsons, The Structure of Social Action (2nd ed., Glencoe, Ill.: Free Press, 1949); 
T. Parsons and E. A. Shils, eds., Toward a General Theory of Action (Cambridge, Mass.: Har- 
vard Univ. Press, 1951); T. Parsons and N. J. Smelser, Economy and Society: A Study in the 
Integration of Economic and Social Theory (Glencoe, Ill.: Free Press, 1956); Polanyi, Trade 
and Market. These studies do not, of course, exhaust the literature of sociology relevant to 
economic history, let alone history in general. See, for example, W. E. Moore, Industrializa- 
tion and Labor: Social Aspects of Economic Development (Ithaca: Cornell Univ. Press, 1951); 
A. H. Hawley, Human Ecology: A Theory of Community Structure (New York: Ronald, 1950); 
S. M. Lipset and Reinhard Bendix, Social Mobility in Industrial Society (Berkeley and Los 
Angeles: Univ. of California Press, 1958); O. D. Duncan and L. F. Schnore, “Cultural, Be- 
havioral, and Ecological Perspectives in the Study of Social Organization,” American Journal 
of Sociology, LXV (1959), 132-153, including a comment by P. H. Rossi. The present writer 
does not presume to assess the relative merits of these different approaches. He would only 
caution that every band wagon is potentially a hearse. 
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the price system” as a problem in economic sociology. It is first necessary 
to place the tongue firmly in one’s cheek. 

From this standpoint, the price system looks something like this: a 
socially-instituted process in which groups of people (suppliers) pro- 
cure quantities of culturally-defined objects or other offices for subse- 
quent appropriation and culturally-defined use by groups of unspe- 
cified people (users) in return for quantities of an acceptable general- 
purpose medium, the amounts (ratios of exchange) being determined 
through implicit or explicit bargaining actions among potential users 
and suppliers. The price system, in short, is a special case of the socially- 
instituted process of interaction between human populations and their 
environments resulting in a supply of want-satisfying means which are 
distributed. through socially-ordered channels and used in culturally- 
defined ways. 

Price theory itself is an abstract representation of an aspect of this 
process, namely the exchange transaction, in the form of a rational type 
case. To give the description logical force, assumptions are made con- 
cerning the conduct of exchange. Potential suppliers and users must 
be numerous enough so that no one participant or grouping of partici- 
pants, other than the total of participants, can directly determine the 
bargaining ratio (one form of “price”). All participants must be 
aware of, and have unhindered access to, transactions which may 
interest them. No_ institutional or spatial frictions impede the move- 
ments of persons or goods. For some purposes, modifications are in- 
troduced in the case of immobile land. Additional postulates assert 
that at any time participants know and rank their use-preferences, 
cannot foretell the future, and will not be able to survive on any one 
free gift of nature. Implicit assumptions are made concerning cultural 
values which are instituted in role definitions of participants and in- 
ternalized in their personalities. Thus, culturally-defined goods and 
services are said to be “scarce” in the sense that potential participants 
never have enough of the general-purpose medium (one form of 
“money”) to enable them individually to bid against each other for 
all the want-satisfying items that the culture suggests and society sanc- 
tions. In so far as this restriction applies, potential users make bids 
(“choose”) in such a manner that they severally appropriate that as- 
sortment of items in precisely those quantities and combinations which, 
given their stocks of the general-purpose medium, leaves them indif- 
ferent to further price bargaining at the time. Potential suppliers 
procure and dispose of items in such a culturally-defined way that they 
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accept only those bids (“choose”) which, at any time, leave them 
empty-handed, but with the largest balance of general-purpose medium 
over what they have expanded in the course of their efforts at procure- 
ment. In so far as the actions of all participants are thus purposeful and 
consistent, the exchange aspect of the process is termed “economizing.” 
[It‘is now time to relax the pressure of the tongue against the cheek. ] 

Although price-bargaining markets have been known, if not con- 
tinuously, at least since the 5th century B.C., no society has ever or- 
ganized its sustenance in the exact form of the price theorists’ model. 
Some societies, nevertheless, evolved price-bargaining systems which 
gave their economies relative stability and unity, and assured the inter- 
dependence and recurrence of their parts. Other societies have “inte- 
grated” their economies through institutions of reciprocity, redistribu- 
tion, or exchange at set ratios. Close examination of historical cases 
sometimes reveals elements of several of these institutional devices 
existing in different sectors of the economy at the same time. 

In ancient empires of the Middle East, for example, sustenance for 
the majority of the population seems to have been organized and ap- 
propriated through decisions of authorities which enforced elaborate 
systems of equivalencies for essential foodstuffs and raw materials. 
Dearth of certain luxury items for ornamentation, building, etc., 
compelled transactions with remote places through special envoys or 
strategically located “ports of trade.” For such precious and prestigious 
items the equivalencies were more likely determined through the 
negotiation of set prices which include margins of reward or “profit” 
for those persons able and authorized to conduct such relations.” 
Similarly, in parts of medieval Europe, customary rents, regulated, and 
statutory prices existed alongside important sectors in which bargained 
prices ruled.** The work of procuring goods and services in some 
Indian villages (tillage apart) is instituted through the socio-religious 
rules of the caste system, whereas appropriation is partly determined by 
shares allocated to performers of customary village roles: priest, herds- 
man, cultivator, etc., or, within the joint family, by decisions of a 
patriarch who parcels out shares among certain members of his kin. 





20 A. L. Oppenheim, “A Bird’s-Eye View of Mesopotamian Economic History,” and R. B. 
Revere, “ ‘No Man’s Coast’: Ports of Trade in the Eastern Mediterranean,” in Polanyi, Trade 
and Market, 27-37, 38-63. 

21 Bryce Lyon, From Fief to Indenture; The Transition from Feudal to Nonfeudal Contract 
in Western Europe (Cambridge, Mass.: Harvard Univ. Press, 1957); J. W. Baldwin, The 
Medieval Theories of the Just Price; Romamists, Canonists, and Theologians in the Twelfth 
and Thirteenth Centuries (Philadelphia: American Philosophical Society, 1959). 
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It is possible for a market price system to penetrate a community in 
piecemeal fashion without subjecting its entire economy to price bar- 
gaining or subverting social relations. In the Kond Hills of Orissa, for 
example, the integrity of customary rice cultivation with its attendant 
rites and observances has been largely maintained owing to the fact 
that money is available from sources other than the sale of rice. Price 
influences affect the distribution of resources in some localities, however, 
owing to the differential abilities of individuals and to the fact that 
people, who receive salaries or profit from trade, may invest in land. 
Land which is not suitable for paddy is, in contrast to jewelry, both 
an income-earning asset (from sales of turmeric) and a carrier of 
prestige. 

It is no less possible for redistributive systems to make inroads on the 
domain of the price system without disrupting the entire appearance of 
price operations. In the 19th century, for example, the price system 
seemed to have gained relatively undisputed sway in most technologi- 
cally-advanced countries of European culture. Indeed, the unfettered 
operation of pricing and the advance of technology were long regarded 
as two aspects of the same benevolent change. But in so far as the rise 
of the welfare state in the present century has resulted in sweeping 
measures of redistribution by public authorities it constitutes a major 
retreat. (In earlier times and to a more limited extent, such redistribu- 
tive acts were performed by family groups, religious charities, and other 
non-governmental agencies.) Since the prolonged depression of the 
1930's, governments have also used the formalities of pricing to mo- 
bilize resources in the fields of military technology and scientific re- 
search. Such measures have resulted in even more prodigious feats of 
technology than would have been attained from the operation of the 
price system in the private sector.** Similarly, planned economies of a 
socialist character organize pseudo-price systems to achieve even more 
comprehensive ends of redistribution, ends other than those to be ex- 
pected from the operation of a price system in a non-socialist society. 

22 F. G. Bailey, Caste and the Economic Frontier (Manchester: Manchester Univ. Press, 1957), 
236-240. The Orissa case is not cited as the prototype of Indian economy. Some sectors and 
localities have been subject to industrialization since the latter part of the 19th century. One 
wonders, however, if some of the recent Indian developments are not as much a consequence 
of “mobilization” by governments as of the penetrative powers of the price system. A major 
factor in the industrialization of some backward areas is “cold war” competitive co-existence. 

23 The fact that prices are quoted, contracts made, and accounts reckoned in money terms 
does not detract from the point that decisions of authority rather than market bargaining deter- 
mine many of the actual quantities involved. They did this long before the introduction of a 


general-purpose medium and the institutions of market economy: see, A. H. Quiggin, A Survey 
of Primitive Money: The Beginnings of Currency (London: Methuen, 1949), 5-14, 321-322. 
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Convention and habit have exercised a profound influence on acts of 
appropriation in all societies. While this is obviously true for systems of 
reciprocity and redistribution, it also holds for technologically-advanc- 
ing societies in which family-life activities are continuously superseded 
by commercial specialization. Thus, custom governs much price-mak- 
ing activity in a market economy when transactions are motivated by 
considerations of status or prestige. It can apply equally at more mun- 
dane levels: two stiff collars for a quarter, a twenty-five cent haircut, or 
a five cent carfare. There really were such philanthropic customs in 
bygone days before we suffered the deprivations of affluence. 

Custom ruled in many markets long before the days of administered 
prices and re-sale price maintenance. More than forty years ago Harry 
Jerome noted that prices of “intangible” services were usually set by 
conventional agreement, that low value goods were more subject to 
customary pricing than high value goods. Luxury items, especially 
exotic goods from afar, seemed to be immune from the stabilizing force 
of custom ruling locally.** At the time, the prices of producers’ durable 
goods were likewise less subject to conventional pricing than manu- 
factured consumers’ goods, but new techniques of retailing introduced 
by department stores and mail order houses threatened to undermine 
prevailing levels if only to establish new ones of their own. Jerome 
concluded that personal contacts between local producers and their 
customers had hitherto helped counter or a least to restrain departures 
from custom. 

During the present century the residual force of local custom has 
been replaced at the retail level by the creation of custom and the 
setting of prices over entire regions and nations. For all practical pur- 
poses local procurement has given way to “central” procurement in 
that the initiatives which shape consumption emanate from the largest 
cities along channels of mass communications. The last anachronistic 
types of household production have been dislodged by the usurpations 
of machines and the importunities of business. In fact, types of “busy 
work” have recently been introduced in the form of mass produced 
“do-it-yourself” kits which have recreational and therapeutic value 
when a consumer grows fatigued from the advertising signals trans- 
mitted on television. Advertising brochures inform new style home- 





24 Harry Jerome, “The Relation of Custom to Price,” unpublished Ph.D, thesis, Univ. of 
Wisconsin, 1918. Also, C. H. Cooley, “The Institutional Character of Pecuniary Valuation,” 
American Journal of Sociology, XVIII (1912-13), 543-544; A. Ellis, “Influence of Opinion on 
Markets,” Economic Journal, Il (1892), 109-116, suggests that of eight conditions listed by 
Bagehot for striking a bargain, six are “based upon opinion.” 
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craftsman that it really is cheaper to “do-it-yourself” than to purchase 
the finished article from the store. From an economic standpoint, the 
conjugal family is essentially a unit for training in new habits of 
consumption. Pari passu, new forms of competition are devised, such as 
sales promotion, product substitution, etc., which restrain the poten- 
tially baneful effects of the older price competition. The administra- 
tion of prices by private corporations and public agencies, like the new 
diffidence towards profit maximization and concern for the corporate 
image, are responses to the growth of large-scale hierarchies which 
organize factor and product markets. It is essential not to rock the 
corporate ships of state by exposing them to price competition: too 
much is at stake. Corporate price bargaining is no longer with the 
consumer but with suppliers of factors, particularly the purveyors of 
labor services. In so far as the relative importance of every product is 
culturally-determined, the creation of fashion through advertising 
(“Your daily Education for Living”) has made for standardization, 
mass production and consumption, and increasing price rigidity. The 
institutionalization of inflation through cost-push forces and the un- 
precedented growth of consumer credit (demand-pull) compel the 
course of administered prices upward. Advertising provides a socially 
necessary service by destroying and creating both set prices and habits 
of consumption within socially tolerated bounds. Retail markets still 
provide a conventional “friendly” framework which minimizes the 
potentially disorganizing effects of these innovations in non-pricing. 
Industrialization itself may be regarded as a social-cultural process 
in which acts of procurement, formerly instituted in households and 
independent communities, are continuously transferred to specialized 
hierarchies of business which can organize and direct sufficient quan- 
tities of resources to enjoy internal economies of scale. By the same 
token, distribution is organized through chains of interdependent 
middlemen or large-scale hierarchies, except as inventory and other 
costs are shared with franchised dealers and local retailers. Final con- 
sumption, for the most part, remains instituted in households. Simi- 
larly, acts of appropriation, whether for procurement-distribution or 
final consumption, are still instituted through modified forms of pric- 
ing and markets. These transformations are usually accompanied by 
great increases in the social product and higher average levels of per- 
sonal income. To attribute such changes to the penetrative power of 
the price system is clearly to put the market cart before the social- 
cultural horse. The old dictum regarding the division of labor and the 
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extent of the market was misleading in its simple finality. It has often 
led economists and historians to underestimate the autogenous dyna- 
mism of the social-cultural process of specialization.” 

Meanwhile, periodic dissatisfaction with the actual operations of the 
price system have led to political and other administrative interventions 
to counter the socially disorganizing effects of price fluctuations, “in- 
equitable” distribution of purchasing power, and other alleged mal- 
functioning. Planned economies are said by their advocates to enjoy 
the productivity gains of technology and large-scale organization 
without imposing the social costs and other exactions of the price 
system. 


VI 


The contraction or extension of price bargaining in society probably 
occurs: 1) in the degree to which “scarcity” is created by the existence 
of general-purpose money, and 2) in the degree to which social rules 
governing the purposeful use of objects are tightened or relaxed. If 
general-purpose money is made available and if rules are relaxed, the 
area is enlarged in which “choice” may determine use and hence 
bargaining determined price. If social rules closely govern by whom 
and in what ways an object may be used at all times, little choice is 
possible and scarcity situations cannot readily be instituted. The actual 
quantity of a good available will have little relation to its “price” and 
equivalencies need bear little resemblance to bargained rates. No doubt, 
pressures from suppliers can assist in changing the rules and in creating 
purchasing power, but so can the edicts of governments and the pro- 
nouncements of priests. There are many possible auspices under which 
price bargaining might enter into areas of life where it has not hitherto 
obtained: regulated sale of narcotics, the purchase of human infants, 
or the procurement of atomic energy. These same auspices may also 
reverse the procedure: the abolition of slavery, the prohibition of 
private armies, the outlawing of ‘prostitution, or the lapse of the sale 
of indulgences. The existence of general-purpose money creates the 
possibility of price penetration, as Wesley Mitchell could show, but it 
does not of itself allow that penetration to occur. In the examples, we 
have cited, highly sensitive biological and social processes are sometimes 


25E. E. Lampard, “History of Cities in the Economically Advanced Areas,” Economic 
Development and Cultural Change, III (1955), 87-92. Also, L. F. Schnore, “Social Morphology 
and Human Ecology,” American Journal of Sociology, LXIII (1958), 620-634. 
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involved. The larger question remains: what social processes govern 
changes in the rules affecting the use of culturally-defined objects and 
services? The supply of general-purpose money and the importunities 
of entrepreneurs can only prevail in highly permissive situations not of 
their own making. 

Obviously, this is a topic for serious research. It may be that the areas 
of “choice” in which price bargaining obtains contract or extend as that 
activity obstructs or facilitates the social process of economy. Economy 
is a singularly vital process in society in that it mediates the relation of 
a population to nature. Not only does it institute sustenance arrange- 
ments within society, but these same institutions are required to link 
up with the various external processes of the environment. Economy 
must, so to speak, cushion society by adapting changes in nature to 
social processes in such a way as to minimize the social consequences 
of “the large fluctuations in the non-social part of the economic 
process.” More precisely, economy must gear down the inherent in- 
stability of nature “into smaller rhythmic variations to which role 
expectations can be attuned.” The shoemaker’s expectation that leather 
will be supplied requires not only the social institutions of animal 
husbandry and the skills of the tanner but “the calf’s maturation and 
the action of the acid on the hide.” ** Thus, economy is a “boundary 
process” mediating natural processes and social processes. In Parsonsian 
language, economy is required to generalize facilities for adaptation 
and goal attainment if the values of the society are to be maintained and 
all social sub-systems (processes) coordinated. Parsons argues that 
polity, the social process of goal-attainment, also provides for adapta- 
tion between the social system as a whole and its environment. It 
does this, presumably, by various “boundary interchanges” with the 
economic sub-system which ensure that the conditions of godl-attain- 
ment, pattern maintenance, and integration, are met. 

Thus, the form of economy (be it reciprocity, redistribution, the 
price system, or a combination of any and all) may be modified 
through interactions with politics over adaptation or the maintenance 
of values. The areas permitted to the price system may be enlarged 
or contracted, perhaps, as economic performance impinges on the 
performances of the other three sub-systems and is evaluated in rela- 
tion to their changing requirements. 

Except for occasional translations into Parsonsian, we have generally 


26 T. K. Hopkins, “Sociology and the Substantive View of the Economy,” in Polanyi, Trade 
and Market, 271-306. 
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followed the leads and language of the Polanyi group. The theoretical 
content of the Polanyi system is relatively modest compared with that 
of Parsons but it is furnished with the appearance of support from 
history and anthropology. It seems to avoid the ethnocentric near- 
sightedness which has affected many explorations in economic anthro- 
pology where the investigator has been unduly impressed with the 
universal relevance of price theory.”’ One difficulty with the Parsonsian 
system is that it has not been given much empirical application, al- 
though the Smelser study of Social Change in the Industrial Revolution 
is certainly a work to be reckoned with.** A more important cause for 
misgiving is the fact that Parsons conceives of social processes 
almost exclusively in equilibrium terms. Indeed, he posits the interac- 
tion and interrelation of all four sub-systems in equilibrium terms. 
This, coupled with the fact that each sub-system has its own counter- 
parts of the other sub-systems, makes the model an architectural “joy 
forever” but greatly complicates its immediate usefulness to historians. 
It is, needless to add, fundamentally different from the notion of 
“substantive economy” devised by the Polanyi group and much more 
difficult to apply.” 





VII 


A Postscript: More, albeit different phenomena, can be explained per- 
haps through economic sociology than through economics alone. Nev- 
ertheless, there remain other exogenous factors affecting economic 
transformations which go beyond the scope of both economics and 
economic sociology. We have in mind the contingencies of concrete 
events and personalities. We are not at this juncture making a last 
minute plea for the ultimate indeterminism still dear to some historians. 
On the contrary, we are suggesting the need for discipiines other than 
those of economics and sociology. As Conrad Arensberg wrote of the 
evolution of culture traits and institutions: “the functions they perform 
and the rewards they bring do not in themselves call these things into 

27 George Dalton, “A Note of Clarification on Economic Surplus,” American Anthropologist, 
LXII (1960), 483-490; and D. B. Fusfeld in Polanyi, Trade and Market. 

28N. J. Smelser, Social Change in the Industrial Revolution: An Application of Theory to 
the British Cotton Industry (Chicago: Univ. of Chicago Press, 1959). Quite apart from 
sociology, Smelser’s study involved a first-class job of historical research. 

29 See the comments of H. W. Pearson on Parsons and Smelser in Polanyi, Trade and 
Market, 307-318, and something of a rejoinder by N. J. Smelser, “A Comparative View of 
Exchange Systems,” Economic Development and Cultural Change, VII (1959), 173-182. 


Smelser criticizes the “substantive economics” model and attempts a translation of some of its 
forms into Parsonsian. 
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being or account for their continuance. Necessity is not the mother of 
invention nor reward its father.” * 

The variant data of history and culture soon exhaust the capacity of 
economists and sociologists for generalization. There are, to be sure, 
convergences and parallels among all the experiences and creations of 
mankind. Yet, individually and socially, all men have lived in time 
and space bound situations. Creatures of nature as well as of society, 
living in cultures which manifest almost infinite variation, each has 
had a more or less personal beginning and an end. Part of the unfold- 
ing of human experience is what it is because Alexander lived in 
Macedonia when he did and as he did; he gave identity to a role. Watt 
was struck with the wasteful operation of a Newcomen engine in 1763 
while in the employ of its owner, Glasgow University. Beethoven 
moved to Vienna at the age of 22 to live in the circumstances he did 
and create the kind of music he did. To point to celebrated figures in 
politics, technology, or music is not to open the door to “heroic” 
history any more than recourse to theory implies acceptance of fatalism 
as the philosophy of history.” It is merely to suggest that to understand 
the spread of Hellenistic culture, the perfection of the steam engine, or 
the evolution of the symphony, particular conjunctions are relevant. 
The significance of conjunctions needs interpretation against a general 
frame of reference. Every greater or lesser innovator shares much 
with his contemporaries which can be explained by sociology and 
economics, but their biographies make a difference to their acts of crea- 
tion and thereby affect their roles as innovators. To understand the 
significance of their activities recourse must again be had to generalizing 
disciplines.” Full understanding, if such there be, of personal biogra- 
phies, cultural differentiation and economic change calls for disciplines 
whose methods balance generalization and particularity.” There is a 
place for the sociologist and economist in the writing of economic 
history and also for the historian. 


Eric E. Lamparp, University of Wisconsin 


30C. M. Arensberg, “Anthropology as History,” in Polanyi, Trade and Market, 97-113. 

31 A. P. Usher, A History of Mechanical Inventions (Boston: Peacon Paperback, ed., 1959), 
1-83, for an economic historian’s view of the analysis of social change. Usher's analytical frame- 
work rests upon “the sociology of Gabriel Tarde, the gestalt psychology, and the concept of 
emergent evolution developed notably by C. Lloyd Morgan and other biologists,” (p. viii). 

32 The difficulty, from the theorist’s standpoint, is that historical writings provide “very few 
facts of history in the relevant senses”: W. A. Lewis, The Theory of Economic Growth (Home- 
wood, Ill., 1955), p. 15. But see also, K. E. Bock, “The Acceptance of Humteries: Toward a Per- 
spective for Social Science,” University of California Publications in Sociclogy and Social Institu- 
tions, Ill, No. 1 (Berkeley and Los Angeles, 1956). 





The Effects of Industrialization-Its 
Opportunities and Consequences— 
Upon French-Canadian Society* 


OCIETIES usually do not define explicitly the criteria of the legiti- 

macy of the penetration of the price-system into different areas, and 
I suppose that, as social scientists, we should be grateful for this omis- 
sion, since this is the kind of thing that forms the basis of our liveli- 
hood. 

No modern industrial society has, in any case, come into being 
without the use of a price-system, modified though it has been to 
varying degrees. It is in this context that I should like to examine a 
neighboring society and consider both what industrialism has done to 
French-Canadian social life and what French-Canadian society has done 
to industrial capitalism. 

In doing so, I shall by implication be examining the question of the 
relative lateness of Quebec’s arrival on the scene of modern industrial- 
ism, despite advantages in terms of resources that compare favorably 
with those of her sister province Ontario, which led the way econom- 
ically. 

I think it is inadequate to argue, as have Faucher and Lamontagne, 
that locational disadvantages held Quebec back in the age of coal and 
steel." This does not explain why, when rapid development did come, 
it was English Canadians and Americans who led the way in Quebec 
itself, with the French Canadians contenting themselves with the nar- 
rower horizons of small business. The explanation must surely lie 
within French Canada’s own values and institutions. 

It is, after all, less than a century and a half since French Canadians 
emerged from a feudal society which, while having in some ways a 
greater vigor, was nevertheless operated with fewer abuses than feudal- 


*1I should like to thank the Carnegie Corporation of New York for its generosity in financing 
the research on which this paper is based. The limitations of space imposed on the paper have 
necessitated a brevity of treatment. One or two of the points made are, however, dealt with 
more fully in my article “French Canadians as Industrial Entrepreneurs,” Journal of Political 
Economy, LXVIII (Feb., 1960). 


iSee Albert Faucher and Maurice Lamontagne, “History of Industrial Development” in 
Essais sur le Québec Contemporain, Jean-Charles Falardeau (ed.) (Québec: Les Presses Univer- 
sitaires Laval, 1953). 
638 





The Effects of Industrialization 639 


ism in France itself. This meant in part that the divisions of society 
were less tightly drawn. While in France itself the holder of a fief was 
almost always a member of the nobdlesse, this was rarely the case in 
Canada. Lacking the full dignity of rank, the Canadian sezgneur also 
frequently lacked the status of wealth, being often as poor as his own 
vassals and working alongside them in the fields.* And the possibility 
of upward social mobility was much greater than in. France; shop- 
keepers, artisans and others were not debarred from becoming holders 
of seigneuries and frequently did so. 

New France was fundamentally a peasant society. Her active com- 
mercial elements were having their range of opportunity more and 
more usurped by British traders even before the Treaty of Paris in 1763 
forbade commercial contacts with France. But it is especially revealing, 
I think, to compare the situation of the French Canadians in 1763 with 
that of the English Canadians and that of their American neighbors to 
the south. French Canadians were now circumscribed by English- 
speaking peoples who had the rest of North America for their frontier. 
The American colonists were soon to be encouraged by a newly-won 
political freedom and to begin a demonstration of unprecedented ma- 
terial achievement. While the United States wove a pattern of increas- 
ingly spectacular expansion against a retreating frontier and while the 
industrializing nations of Europe created their own frontiers in a grow- 
ing overseas trade or in the exploitation of resources beyond the seas or, 
in the case of Germany, by progressive elimination of internal obstacles 
to growth, French-Canadian society looked inward within a fixed 
economic horizon. It chafed under the political domination of a people 
who were alien in language, institutions and traditions, who, unlike 
the French Canadians themselves, had come to North America largely 
from a society where a freehold system of property and a market-sys- 
tem had centuries earlier superseded the narrowness of feudalism and 
a subsistence economy. 

French Canada became more than ever an agricultural society. What 
is more significant, however, is not the actual economic structure of 
the society, but the high valuation placed on the rural economy by 
those who articulated the ideals of French Canada. Even after Quebec 
society ceased to be predominantly agricultural (that is, from about 





2 See, for example, William Bennett Munro, The Seigniorial System in Canada (New York: 
Longmans, Green, 1907), pp. 9-10. : 

3 [bid., p. 172. Also, among others, Francis Parkman, The Old Régime in Canada (Boston: 
Little, Brown and Co., 1897). 
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1900) its spokesmen still encouraged its members to cherish the rural 
tradition and apply its values. French Canadians in the early period, 
therefore, were suspicious of the expansionist outlook of the English 
commercial group, whom they saw as threatening the stability of their 
system. Their leaders protested in terms such as those of Papineau, who, 
for example, asserted in 1838 that “Our people don’t want English capi- 
tal or English people here—they have no ambition beyond their present 
possessions, and never want to go beyond the sound of their own 
church bells.” * 

It was, in fact, in an attempt to escape the retarding influence of a 
French-dominated Quebec Parliament, whose deliberations and enact- 
ments were attuned to what for the English was an earlier age, that 
the English-speaking commercial interests began to press for the 
union of the two Canadas, Upper and Lower. In the eyes of the 
English-language press, the French-Canadian legislators were “as much 
fitted to direct the measures of a commercial and enterprising people 
as a church beadle is to be Chancellor of the exchequer.” ° They were 
blind “to the progress of the province, from a petty feudal state to an 
important commercial one.” * The French-language press in its turn 
abhorred the fact that “Quelques personnes . . . désirent . . . créer 
une aristocratie mercantile, le plus abominable, le plus pernicieux de 
tous les ordres, également préjudiciable a l’autorité de la Couronne, aux 
intéréts de Propriétaires, et aux Libertés du Peuple.” * 

French Canadians have not sought, as some societies have, to defend 
themselves by embracing those aspects of an alien culture which they 
see as useful to the defense of their separateness. Their response has 
been, in fact, to cling more stubbornly to those aspects of their own 
culture they cherish most highly; above all, their language and their 
religion. 

Both these emphases are strongly evident in the following statement 
by a leading French-Canadian educator: ® 


The notion of educating a man solely to adjust him to a particular environ- 
ment is foreign to the true concept of education, which must draw out the ele- 


4 Quoted in Mason Wade, The French-Canadian Outlook (New York: The Viking Press, 
1946), pp. 146-47. 

5 Quebec Mercury, 3rd April 1809; Quoted in D. G. Creighton, The Commercial Empire of 
the St. Lawrence, 1760-1850 (New Haven: Yale University Press, 1937), p. 160. Creighton has 
a fine discussion of the whole episode on pp. 157-62 and passim. 

6 Ibid., p. 160. 

7 La Canadien, 22nd November 1806; Creighton, p. 160. 

8R. P. Henri Saint-Denis in an address published as “French-Canadian Ideals in Education” 
in French-Canadian Backgrounds (Toronto: The Ryerson Press, 1941). Reprinted by permission. 
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ments of our common human nature and must bring about the blossoming of 
potentialities common to all human beings. It may wisely leave experience to life 
and set itself to the task of intellectual training. . . . If we wish to keep to the 
French mind some of its intellectual virtues, we must not break contact with 
antiquity. It is there that lies the secret of its worth. . . . Greco-Latin culture 
has fashioned the French mind and attuned it to order, measure, reason and 
beauty, built the French language and moulded the rigorous syntax, and we are 
not ready for utilitarian reasons to barter this culture for one which is not suited 
to us. 

May I say a word about an important ingredient in any culture, namely 
philosophy, which is not to be confused with a vast encyclopedic information? 
Metaphysics and theology are the unifying agents of a complete system of educa- 
tion. One or the other must be called upon to order the thought of modern times 
and to correlate the ever-increasing knowledge imparted in the schools. If we 
cannot appeal to theology, we must turn to metaphysics. This need for systematic 
metaphysics is satished in the French-Canadian secondary schools, which end 
with a complete two-year course in philosophy, comprising logic, cosmology, 
psychology, metaphysics, epistemology, natural theology, ethics, and history of 
philosophy. And that panoramic survey which gives a proper intellectual per- 
spective more than makes up for any deficiency with regard to means of making 
money quickly. 





One can understand why someone has observed that French-Cana- 
dian education prepares a person very well for life in the Kingdom of 


Heaven, but not very well for life in the Province of Quebec. One can 
also see what the effects are likely to be on the numbers and the orien- 
tation of recruits from French-Canadian ranks for the skills demanded 
by modern industry. The orientation of the better-educated, as well as 
the lower average level of education among French Canadians,” pro- 
duce a pattern that is familiar to everyone in French Canada—namely, 


9 Stuart M. Jamieson in his unpublished thesis, “French and English in the Institutional Struc- 
ture of Montreal” (McGill University, 1938) gives the following comparative figures, which are 
percentages of the Catholic and Protestant populations of Quebec Province enrolled in pri- 
mary and secondary schools. No date or source given. 


Catholic Protestant 
Age % 
5 and 6 50.5 
7-13 97.1 
14 and 15 59.8 
16 and 17 24.0 


For this purpose “Catholic” and “Protestant” may be taken as virtually synonymous with 
“French-speaking” and “English-speaking.” Just as in Greece the question “Does he belong to 
the Orthodox Church?” really means “Is he a Greek?” so in Quebec the profession of the 
Roman Catholic faith is a mark of “French-Canadianism.” (See W. Lloyd Warner anc Leo 
Srole, The Social Systems of American Ethnic Groups (New Haven: Yale University Press, 


1945), 159.) 





642 Norman W. Taylor 





that as one proceeds up through the industrial hierarchy from un- 
skilled, through semi-skilled, skilled, foremen, clerical to management 
groups, the size of French-Canadian participation tapers off.’° 

However, I think discussions of the effects of the French-Canadian 
system of education on economic behavior usually dwell too much on 
the nature of the skills imparted or not imparted. This is really not the 
point. Generations of American and English-Canadian students have 
undergone a liberal education, but most of them nevertheless follow 
very different career-patterns from those of the majority ‘of graduates 
of the Jesuit classical colleges. What are of chief importance are the 
habits of thought induced by generations of training emphasizing the 
humanities rather than the sciences and of a religion which is richly 
overlaid with elements of mysticism, as well as the psychology asso- 
ciated with seeking a refuge in romanticization of the past. French- 
Canadian intellectuals are overwhelmingly poets, philosophers and 
historians, not scientists, natural, social or other. The products of their 
higher education system are men of culture and charm; they are not 
likely to be seen in their shirt-sleeves supervising the erection of a 
power-plant they have themselves designed. 

There is another factor in Quebec’s historical experience of some 
significance: namely, the fact that French Canada neither threw itself 
into the melting pot of Canada or of North America nor in the event 
became a melting pot itself. As a result of its homogeneity, therefore, 
it has avoided an experience that in the rest of North American society 
has led to some of the more serious social problems, but has also in 
part contributed to the dynamism of economic life. The jostling for 
success in the framework of a price-system that has sometimes been 
engendered by ethnic rivalry or discrimination has not occurred to the 
same extent in French Canada. 

For this and other reasons economic success has not traditionally 
received the reward of status in that society, not to the extent certainly 
that status has been accorded to the practitioners of the three cherished 
professions—the priesthood, medicine and the law. In the early French- 
Canadian village these three professions carried the respect which in 
some societies is given to the educated by the generally uneducated. 
In view of what I shall shortly say about the emphasis placed by 
French Canadians on the personal element in relationships, it is signifi- 


10 See Everett C. Hughes and Margaret L. McDonald, “French and English in the Economic 
Structure of Montreal,” Canadian Journal of Economics and Political Science, Vl (Nov. 1941), 
493-505. 
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cant, too, that these three professions involve a strong degree of per- 
sonal ministration, and Jamieson has made some highly interesting 
observations on the division of labor within the medical and legal 
professions in Quebec. He found that in Montreal twenty five per cent 
of the English doctors were specialists as compared with only six per 
cent of the French. There is a less personal relationship between the 
patient and the specialist, whose services are usually on a temporary 
basis, while the general practitioner remains the family doctor. Again, 
in the legal profession French Canadians are drawn towards notarial 
practice rather than towards the bar, which appeals more markedly to 
the English and the Jewish. The function of the notary corresponds 
with that of the European French notary and so involves the drawing-up 
and recording of various legal documents, winding up estates, arranging 
mortgages and so on. It involves a continuing, more personal relation- 
ship with clients, often on a lifetime basis, whereas the services of the 
advocate or barrister are required to a much more limited extent (one 
hopes). 

Against this background we can examine more specifically the inter- 
action between the process of industrialization and a society which, 
until the later nineteenth century at least, was strongly agricultural 
and deeply devoted to the peasant values of thrift and individualism 
and to the importance of the family as a focus of individual responsi- 
bility, and regarding commercialism and industrialism as alien to its 
way of life. It was, in fact, very like most other rural societies have been 
and are. 

Everett Hughes and others have, however, pointed to the irony of 
the fact that the industrialization which French Canadians saw as a 
threat did in fact help preserve important aspects of their rural system. 
The system of succession by which one son, not necessarily the eldest, 
took over the family farm, while the rest ideally took other farms, or 
became hired farm-workers, became more and more tenuous as popu- 
lation expanded against a relatively fixed agricultural frontier. Emigra- 
tion to the New England states and to other provinces of Canada was 
the well-known solution to this problem. But this dwindled to almost 
nothing early in the twentieth century when industrialization itself 
began to offer the means of absorption and so help stabilize the rural 
system of succession.” 


11 See Jamieson, pp. 103-4, 133. . 
12 See, for example, Everett C. Hughes, “Industry and the Rural System in Quebec,” Cana- 
dian Journal of Economics and Political Science, 1V (Aug. 1938), 341-49. 
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This has been a source of reassurance, perhaps, to those who have 
been able to remain in their familiar cultural milieu. But those dis- 
placed naturally found themselves moving in a world with very differ- 
ent values and patterns of behavior from those of the world they left. 
Such families were now groups of individual wage-earners rather than 
members of a family enterprise—the farm—with all activities being 
directed to the welfare of the family as a unit and all depending on a 
single source of income. The solidity of the family has been seriously 
weakened. 

Of course, this is not something peculiar to French Canada. It is 
an experience inherent in any industrializing society. Karl Marx com- 
mented on it and found it good; he saw the breaking-down of the 
old family ties as creating the economic foundation for a “higher form 
of the family.” ** But, despite Marx’s point of view, the inroads of the 
wage system into French-Canadian family relationships and other as- 
pects of family life have had some especially disturbing effects on the 
rites of passage and in deeper ways, some of them not yet explored. 

For instance, the psychological disturbance caused by this change 
is reflected in the high degree of job instability displayed by French- 
Canadian urban workers. Research has revealed life-patterns of not 
very purposive job-movement; that is, without any apparent steady 
improvement in position.”* 

The effect of such disturbances on the emotional make-up of French 
Canadians has not, so far as I know, been investigated, except, curiously 
enough, by one or two novelists rather than by social scientists—an 
interesting illustration of the intellectual bent of the French-Canadian 
intelligentsia to which I referred earlier. 

Again, the increasing intrusion of the wage-price system into the 
life of the French-Canadian family has made it less and less capable 
of educating its sons beyond the lowest levels, a fact of especial im- 
portance in a society where education is still a most significant criterion 
of status. 

Perhaps none of these is a particularly surprising result of industriali- 
zation. But they are ways in which traditional French-Canadian be- 
havior has been affected and which will, as I have suggested, bear 
further investigation. 

13 Capital, ch. xv, sec. 9. 

14See Jean-C. Falardeau, “The Changing Social Structures” in Essais sur le Québec Con- 
temporain. Falardeau’s paper offers a number of perceptive insights into this whole question, 


as does Everett C. Hughes’s French Canada in Transition (Chicago University Press, 1943), 
which is an indispensable reference for anyone interested in Quebec society. 
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My own researches, however, have been concerned with effects in 
the other direction—with the fact that French Canadians have taken 
industrial capitalism, and, so to speak, molded it in their own image. 
Everett Hughes has put forward a hypothesis that: 





the chief features of the economic life of the Aabitant [the French-Canadian 
peasant] persist and operate with effectiveness, not so much among the more 
recent and rustic townspeople, who came directly from farm to factory, as among 
the French-Canadian business and professional classes, who, generally speaking, 
are not of recent rural origin.!® 


If Hughes is right—and my own observations suggest that he is— 
this is another great irony of French-Canadian life. 

Influences that were important in the earlier days, though diminish- 
ing, still linger. French Canada cannot ignore the twentieth century, 
but it has accepted it with graceful reluctance. Its economy, in its 
French-Canadian aspect, is based on an essentially eighteenth-century 
capitalism. Business and family affairs are not so closely interwoven, 
not so closely even as one finds in some other parts of the Western 
world today, but the evidence is clear that for French Canadians the 
interests of the business and the interests of the family are linked in a 
far more intimate way than one is accustomed to find in Europe and 
North America. 

Unlike the farmer, the French-Canadian businessman is not faced 
with a fixed frontier. The farmer’s family must break up; there is not 
enough land to support it entirely. But the urban business can and 
should grow to a size that will support the family comfortably. 

Beyond that, however, there must be caution. Business zs business 
for the French Canadian, but it is not good business if it seems to mean 
threatening family security by possible over-reaching. Self-made men 
on the grand scale are rare and are widely viewed with some distrust; 
they could hardly prosper so and still be honest. For the vast majority 
the aim is for something less than a wealthy estate, not primarily be- 
cause affluence is unwelcome, but because the risk involved in its at- 
tainment is shunned. “It is not,” said one businessman to me, “a 
question of whether more risk-taking or less is good or bad. It is a 
question of temperament. We like to hold on to what we've got.” 
Holding on means casting more than a wary eye on the untried. 
Schumpeterian innovations are for others to risk their capital on; when 
they are no longer innovations they will bear looking at. 


13 French Canada in Transitiog, p. 172. Copyright, 1943, University of Chicago. 
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I have met only one French-Canadian businessman who placed no 
limit on the eventual size of his enterprise. All others I have met have 
expressed resistance to growth. Only three have mentioned barriers 
to growth that could be described as objective—namely, taxation and 
limited market opportunities—and these three did not give them as 
primary barriers. This is not to say, of course, that no important ob- 
jective barriers to growth exist for French Canadians. The point is that 
these are not the reasons they give for their reluctance to expand be- 
yond a modest level. The reason given most often is: “I want my 
business to be just big enough to support my family adequately.” 

This singleness of purpose of the business firm is sustained by poli- 
cies and attitudes that are well attuned to the traditional patterns of 
French-Canadian behavior. Just as the business is primarily the basis 
of family welfare, so, within it, responsibilities are best borne by one’s 
kin, since the family relationship is regarded as the best guarantee of 
reliability and, moreover, the obligation between business and family- 
member is mutual. Even if growth were desirable on other grounds, it 
is to be viewed with caution if it involves diffusion of responsibility 
beyond the kinship circle. 

This principle is clearly linked with the emphasis on exclusiveness 
of ownership. There is no hint of separation of ownership and manage- 
ment in the vast majority of French-Canadian enterprises. The business 
is for the family and the family should be for, and in, the business. 
Outside capital is rarely used. French-Canadian firms are usually small 
or medium-sized, and smaller firms are rarely represented on any 
stock exchange and everywhere have difficulty in raising capital. With- 
out outside capital, a small business will often have a hard time grow- 
ing, and, because it remains small, will have a hard time raising capital. 
A point of significance, however, is that this particular vicious circle 
is one within which most French-Canadian entrepreneurs are content 
to revolve, in part because of a reluctance towards capital from outside 
the business or family and in part because of the resistance to growth. 
Reliance on outside capital is seen as threatening independence and 
security, an attitude which perhaps depends to some extent on the 
peasant heritage. 

In the cases where a French-Canadian businessman does actively 
seek outside capital, moreover, he frequently runs foul of a factor that 
is “well known” but difficult to demonstrate statistically—the aversion 
of French-Canadian investors to providing business capital and their 
preference for the obligations of government, municipalities and re- 
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ligous institutions and for real estate. In fact, there are among the 
businessmen themselves those who convert their business surpluses into 
these forms of assets rather than plow them back, thereby expressing 
the emphasis on security and, once again, the resistance to growth. 
Family security always takes priority over growth. 

In any human society, economic relationships, especially those on a 
continuing basis, will, of course, have some degree of emotional content. 
For many executives, for this reason, personnel problems are among 
the toughest they have to face. Nevertheless, this runs against the un- 
written rules of objectivity or universalism, rules which are so highly 
regarded in a modern industrial society that institutional arrangements 
in the form of labor unions, trade agreements and the like have been 
set up, in part to implement them. Feelings of guilt which may be 
induced by one’s own actions based on impersonal considerations per- 
haps cannot always be cured by the repetition of mere slogans—such 
as “I’m not in business for my health, after all”—but may be assuaged 
by these institutional arrangements—“I wish I didn’t have to fire you, 
but I have to go by the rules, you know.” 

For French Canadians, however, there is often no sense of offense 
when the rule of universalism is violated. The importance of ascribed 
status in their relationships is of a very different order from the “pull” 
and “contact-making” of American business life, practices which are 
frequently denied or exercised by Americans with an air of apology, 
if not defensiveness. French Canadians are not defensive about it. 
Modern intrusions; such as labor unions, have, of course, modified the 
strength of subjective standards of evaluation, but where personal status 
is still as important as it is in French-Canadian society the framework 
of decision-making is altered so as to impede purely economic ra- 
tionality. 

For this and other reasons I have suggested the calculus of price and 
cost is applied with something less than total rigor in French-Canadian 
capitalism. 





Norman W. Taytor, Lawrence College 





Patent Medicines: An Early 
Example of Competitive Marketing 


ATENT medicines in the United States played a pioneering role in 

marketing. The nostrum manufacturer, during the early decades of 
the nineteenth century, exploited a brand name and developed a dis- 
tinctive symbol as a trademark. His wares were sold in a package of 
distinctive shape or design. He sought to achieve as national a market 
as transportation conditions permitted. His advertising appeared in 
newspapers of all regions, appealing to citizens to buy from local re- 
tailers an article made hundreds of miles away. In a highly competitive 
market, the remedy promoter was forced to explore in his advertising 
a wide variety of psychological lures. 

These developments began, as a native American venture, during 
the ‘aftermath of the Revolution, while an American business system 
was being created to replace old patterns. British “patent medicines,” 
packaged remedies of which some were really patented and some were 
not, had been widely used in eighteenth-century America.’ They were 
a war-time casualty, for, although they returned with the resumption 
of trade, they did not regain their prewar ascendancy. British pro- 
prietors could not'compete with American imitations of the old British 
brands: an apothecary in Salem recorded that Turlington’s Balsam 
imported from London was “very dear” at 36 shillings for a dozen 
vials, whereas his “own” was worth 15 shillings.? Widespread counter- 
feiting by American druggists changed the English patent medicine 
names, as a Massachusetts court recognized,* from designations for 
truly proprietary articles to generic designations for general classes of 
medicines. The badge of proprietorship had shifted to the brash new 
American brands. 

The American promoter, marketing his pill or potion, certainly 
profited from the promotional experience of his British predecessors. 
They had exploited distinctive names—Turlington’s Balsam of Life, 


1 These developments are described in George B. Griffenhagen and James Harvey Young, 
“Old English Patent Medicines in America,” Contributions from the Museum of History and 
Technology (United States National Museum Bulletin 218, Smithsonian Institution: Washington, 
1959), 155-83. 

2Jonathn Waldo, Apothecary account book, Library of the Essex Institute, Salem, Mass. 

3 Mass. Supreme Court, Thomson vs. Winchester, March 1837, 19 Pick (Mass.) p. 214. 
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Daffy’s Elixir Salutis, Bateman’s Pectoral Drops, for example. They 
had put up their medicines in bottles of novel shapes. They had shipped 
their remedies to all American ports from Boston to Savannah. The 
British medicine makers had wrapped their bottles in sheets printed 
with extravagant claims. They had employed great ingenuity in de- 
vising advertisements for English newspapers, but seldom advertised 
at all in the colonial press. American apothecaries, when a fresh as- 
sortment of patent medicines arrived from London, listed the names 
without elaboration in short newspaper notices. 

To judge from advertising in the press, no American entrepreneur 
during colonial days offered the British medicine proprietors a major 
challenge. Mountebanks wandered through the colonies vending pan- 
aceas, like Monsieur Torres with his Chinese Stones for the cure of 
toothache, cancer, and the bites of mad dogs and rattlesnakes. Folk 
remedies entered commerce ori a local scale, like the itch ointment of 
Benjamin Franklin’s mother-in-law.* But no colonial American, evi- 
dently, concocted a remedy, wrapped it in identical packages, shipped it 
to shops in other towns, and advertised its curative wonders in many 
papers simultaneously. 

This began to happen in the 1790's. Samuel Lee, Jr., of Windham, 
Connecticut, secured in 1796 the first patent under the Constitution for 
a medicine, Bilious Pills, and three years later Samuel H. P. Lee of 
New London, Connecticut, patented a medicine of the same name. 
Newspaper advertising for similar unpatented nostrums had appeared 
earlier in the decade. By 1800 a critic could complain that “The venders 
of patent medicines in almost every capital town in the United States 
are fattening on the weakness and folly of a deluded public.” A New 
York drug catalog in 1804 devoted by far the majority of its eighty to 
ninety nostrums to American brands; a Boston catalog in 1857 included 
five to six hundred. Few of’ the local colonial products had borne 
distinctive names—the most vivid in seventy years of the Boston News- 
Letter was “The Noble Mummy,” and it designated a remedy not for 
human beings but for trees. Now greater ingenuity was displayed, and 
Sovereign Ointments, Grand Restoratives, and Damask Lip-Salves 
came on the market.* 


4 Philadelphia Gazette. Oct. 17 and 31, 1745; Aug. 19, 1731. 

5 Lyman F. Kebler, “United States Patents Granted for Medicines during the Pioneer Years 
of the Patent Office,” Journal of the American Pharmaceutical Association, XXIV (June 1935), 
486-87; New York Daily Advertiser, Sept. 18, 1800; Joel and Jotham Post, A Catalogue of 
Drugs, Medicines & Chemicals (New York, 1804); 1857 catalog of Wilson, Fairbanks & Co., 
[Boston] Importers and Wholesale Dealers in Drugs and Medicines; Massachusetts Gazette and 
Boston News-Letter, June 20, 1765. 
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Soon after 1800 Bilious Pills were being sold in Georgia and in 
the newly-acquired territory west of the Mississippi River. Each Lee 
belabored the other’s pill and lauded his own with a vigor worthy of 
his British therapeutic ancestors. Two other Lees, oddly enough, Rich- 
ard in New York and Michael in Baltimore, were early advertisers on 
an ample scale, each of them vending an assortment of nostrums. They 
were soon joined by Thomas Dyott and William Swaim, both of 
Philadelphia, two of the most venturesome of entrepreneurs. Swaim’s 
squat octagonal bottle for his Panacea survived into the present cen- 
tury.° 

Dyott, a druggist’s apprentice in England, had come to Philadelphia 
in the mid-’gos. He began by blacking boots and selling polish, but 
soon shifted to patent medicines, asserting, falsely, that his formulas— 
one of them a cure for “a certain disease”’—had come from a distin- 
guished Edinburgh physician, his own grandfather. Dyott advertised 
widely, in eastern dailies and in the weekly journals of the hinterland. 
A woodcut illustrating his advertisement in an 1820 directory shows 
a Conestoga wagon in front of Dyott’s capacious warehouse, being 
loaded with remedies for the South and West. Besides his own brands, 
he distributed the old English brands and even nostrums made by 
rivals, among them Lee’s pills. Living in a day of barter economy, 
Dyott accepted produce for patent medicines, and dealt in cordwood, 
garden seeds, tobacco, gin, and coonskin whips. The scope of his 
nostrum sales required thousands of bottles, so Dyott acquired first 
an interest in a glassworks and then full ownership of a large factory 
near Philadelphia. He is credited with improving the quality of Ameri- 
can glassware. One product of his factory, preserved in the Smith- 
sonian Institution, is a double portrait flask honoring those two dis- 
tinguished adopted sons of Philadelphia, Benjamin Franklin and 
Thomas Dyott. Dyott’s name on the flask is followed by an “M.D.” 
which he did not deserve.’ 

Dyott established agencies in New York, Cincinnati, New Orleans, 


6 Columbian Museum & Savannah Advertiser, Sept. 29, 1802; Isaac Lionberger, ‘‘Advertise- 
ments in the Missouri Gazette, 1808-1811," Missouri Historical Society Collections, V1 (1928- 
31), 21; Washington National Intelligencer, Jan. 7 and Aug. 7, 1813; the author has a bottle 
of Swaim’s Panacea marketed by a successor company after the enactment of the 1906 Pure 
Food and Drugs Law. 

TThe material on Dyott is drawn from various newspaper advertisements and from the 
Philadelphia Annual Advertiser, 1820; Philadelphia Medical Museum, VI (1809), 58-62, and 
ns 1 (1811), 52-6; Joseph W. England, ed., The First Century of the Philadelphia College of 
Pharmacy (Philadelphia: Philadelphia College of Pharmacy and Science, 1922), p. 19; Carmita 
de Solms Johns, “Thomas W. Dyott,” Pennsylvania Medical Bulletin, XX (Oct. 1926), 226-34; 
obituary in Philadelphia Press, Jan. 19, 1861. 
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and other cities. Exactly how he carried on his marketing is not clear, 
for no business papers of Dyott or of any other patent medicine pro- 
ducer of this era have been discovered. To judge by the contents of a 
small collection of correspondence of the Birchall and Goudy, later 
Birchall and Owen, drugstore of Springfield, Illinois, by the late 
1840's and early ’50’s, there were varying patterns of. getting goods 
from manufacturer to consumer. Birchall and Owen retailed to the 
residents of Springfield, including Abraham Lincoln, and acted as a 
wholesale company for its region. It served as an agent for a remedy 
called Bull’s Sarsaparilla, made in Louisville, in a number of designated 
Illinois counties, and complained when a Bull salesman direct from 
the home office invaded its territory. On one occasion the Louisville 
company forwarded to Springfield an order that came from a village 
within the Birchall and Owen territory. Sometimes Bull sold the medi- 
cine to agents like the Springfield firm for a certain price and assumed 
costs for freight, printing, advertising, and the distribution of circulars; 
in other cases Bull charged a lower price if the agent paid the costs and 
sent receipted bills to Louisville. Birchall and Owen used tht first plan; 
they received the Sarsaparilla on consignment and were obligated to 
send a remittance at least every three months. The circulars sent to 
Birchall and Owen, the manufacturer specified, must be placed in every 
wagon that came to town, in all school houses, and in places of public 
meeting. Birchall and Owen placed ads for Bull’s remedy in various 
papers in the vicinity of Springfield, and the company supplied stereo- 
type plates. In 1852 the Bull company canceled the agreement with 
Birchall and Owen, saying the arrangement was not making money, 
and asked the drugstore to make an offer on twelve-month terms for 
the amount of Sarsaparilla still in Birchall and Owen’s stock and on 
the shelves of its agents in smaller Illinois towns.® 

For other patent medicines, Birchall and Owen sometimes dealt 
directly with manufacturers, often as distant as New York, Philadel- 
phia, or Baltimore, sometimes with Chicago or St. Louis agents for 
eastern firms. In some cases the initiative behind arrangements lay 
with the manufacturer, in others with Birchall and Owen. The Chicago 
agent for Morse’s Compound Syrup of Yellow Dock Root wrote the 


8 The Birchall and Owen correspondence, in the author’s possession, includes correspondence 
or printed notices relating to these proprietary manufacturers or agents: John Bull and Co. of 
Louisville; E. K. Woodward, and James H. McLean of St. Louis; Brinkerhof and Penton of 
Chicago; Burdsal & Bro. of Cincinnati; Martin and Whitely of Baltimore; J. N. Keeler & Brother, 
and Dr. H. Swayne of Philadelphia; Lucius S$. Comstock, Harcourt, Bradley & Co., C. Morse & 
Co., and Radway & Co. of New York. The late Harry E. Pratt of the Illinois State Historical 
Society was authority for the information that Lincoln patronized the store. 
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Springfield store that on a cash order the price of the medicine was 
seven dollars a dozen, on a commission order, eight dollars a dozen, 
with the manufacturer paying for circulars, show cards, and advertis- 
ing in either case. Some manufacturers with whom Birchall and Owen 
did business dealt only in their own remedies; others acted as jobbers 
for the nostrums of rival producers. 

It surely is a factor of importance in the national marketing of 
patent medicines that, as an article of commerce, they were dear for 
their weight, and thus shipping costs were a smaller proportion of 
price than for bulkier commodities. Canal and river boats and railroads 
were used as carriers in getting packaged remedies to Birchall and 
Owen. In more remote areas, some manufacturers, much later in the 
century, distributed their stock in gaudy horse-drawn wagons.” 

The two most important reasons for the rise of patent medicines were 
the unsatisfactory state of health in the nation, and the expansion of 
ways by which ailing citizens could be confronted with messages of 
hope. 

The state of a nation’s health is never satisfactory, in that disease is 
never vanquished and death defeated. Since people hope for the im- 
possible, the quack always has a potential clientele. In our own scien- 
tific age, more money is made on medical quackery than on any other 
category of crime.”® In the early nineteenth century, the degree of 
desperation was greater, or, at least, usually came earlier and more 
often in the life of the average man. He was panicked by smallpox 
and yellow fever, but killed more often by the less dramatic respiratory 
and dysenteric infections. After 1815 urban mortality began to rise. 
Tuberculosis was on the increase, as were the dread fevers, typhoid, 
typhus, and yellow, and in 1831 cholera began to stalk the American 
landscape. Both the isolation of rural life and the tensions of urban 
factory labor were conducive to psychosomatic disorders.” 

In his plight the common man could not turn to his physician with 
much hope of relief. The causes of disease were not known, nor were 
there many empirical measures—like vaccination—of value. American 
practice, indeed, was worse than useless, since this was the so-called 
“heroic” age, in which bleeding and purging went to great excess and 


9 A. C. Cantley, “Some Facts about Making Patent Medicines,” Chautauquan, XXVII (1898), 
go. 
: 10 Postmaster General Arthur Summerfield, cited in James Cook, Remedies and Rackets, The 
Truth about Patent Medicines Today (New York: W. W. Norton & Company, 1958), p. 196. 
11 An excellent recent summary of the state of American health and medical science during 
these years is found in Richard Harrison Shryock, Medicine and Society in America, 1660-1860 
(New York: New York University Press, 1960). 
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doubtless killed cases which nature might have cured. Nostrum makers 
opposed such heroism and appealed to man’s cowardice by stressing the 
mildness of their remedies in contrast with the doctor’s lancet and 
harsh mercurials.’*” When a reaction set in, and orthodox theory ap- 
proached therapeutic nihilism, the common man with the medicine 
habit might resort to nostrums. If he recovered, as most people did most 
of the time, he gave credit to the patent medicine, accepting a cause 
and effect sequence we must disallow. The healing power of nature 
was thus the nostrum maker’s unwitting ally. If the patient did not re- 
cover, he was not around to tell of failure. Some remedy promoters 
claimed only go per cent success, at any rate, and those with absolute 
panaceas could excuse apparent failures by arguing that the dosage had 
not begun in time. Problems relating to disease are complex, and the 
thinking about them in the early nineteenth century was extremely 
confused. There was more to the matter than whether a hat fit or an axe 
cut. These circumstances gave the patent medicine manufacturer great 
advantages in appealing to a frightened population hoping for health. 

The nostrum maker’s confrontation of the American public was 
more extensive and continuous than that of regular physicians because 
of advertising. The some two hundred newspapers of 1800 had be- 
come four thousand by 1860, and the expansion of public education was 
making an ever greater proportion of Americans literate enough to read 
nostrum ads. There were also the handbills in wagons and school 
houses, and nostrum posters flaunting themselves from “the walls of our 
inns—the corners of our streets, and our pumps thereof—the wrecks of 
burnt, dilapidated buildings, with their standing abutments—the fences 
enclosing vacant lots in all our cities, if not our small villages, and the 
decks and cabins of our steamboats.” By the ’60’s, asserted a man who 
did not admire nostrum promotion, there was “no relief” from its con- 
stant bombardment “‘in all the earth.” Benjamin Brandreth, according 
to a committee of the House of Representatives in 1849, was spending 
a hundred thousand dollars a year in advertising his pills. Other nos- 
trum promoters must have been spending as much.” 

So long as demand exceeds supply, as David Potter has suggested, the 





12. W, Euen, An Essay in the Form of a Lecture, on Political and Medical Quackery (Phila- 
delphia, 1843), p. 34; Glenn Sonnedecker and George B. Griffenhagen, “A History of Sugar 
Coated Pills and Tablets,” Journal of the American Pharmaceutical Association (Practical 
Pharmacy Edition), XVIII (Sept. 1957), 486-8. 

13 Frank L. Mott, American Journalism (New York: The Macmillan Co., 1941), 167, 216; 
S. N. D. North, History and Present Condition of the Newspaper and Periodical Press of the 
United States (Washington, Government Printing Office, 1884), 81, 187, 100-4; Euen, An 
Essay in the Form of a Lecture, 28; George Wakeman, “Advertising,” Galaxy, III (Jan. 15, 
1867), 203; “Patent Medicines,” House Report No. 52 (30th Congress, 2d session), p. 31. 
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role of advertising can be simple and unsophisticated, a situation pre- 
vailing in most American manufacturing until after the Civil War.” 
Hard selling was early required in nostrum promotion because nos- 
trums operated in an economy of abundance from the start. Remedies 
were easy to concoct and not difficult to market on a local scale, al- 
though only a few skillful merchandisers gained large financial success 
on a national scale. Competition was bitter. To persuade customers to 
buy one brand of Lee’s Bilious Pills rather than another required stress 
on the differentiation of products which were, after all, almost as much 
alike as two brands of king-size filter cigarettes.’® This differentiation 
was made with respect to a matter of vital importance but fuzzy knowl- 
edge, the relationship of drugs to illness. The amateur psychologist who 
was writing patent medicine copy had a wide domain to explore, and 
he set about it with cleverness and zeal. 

He realized that the first requirement for success was to be known. 
Thus quantity of advertising was important. Distinctive names printed 
in distinctive type induced customer familiarity. Pictorial symbols served 
the same function: Radway’s ministering angel and, later, Lydia Pink- 
ham’s maternal face were known to generations.”® 

Patent medicine promoters insisted that their remedies would cure, 
and they usually added that the cure was sure, swift, and safe. They 
sometimes sought to establish the point by pseudo-statistics, more often 
by the use of circumstantial case histories, real or fictional, from men 
of distinction or humble citizens, usually in the grateful language of 
the testifiers. 

With respect to orthodox medicine, patent medicine promoters were 
ambivalent. They condemned the regular doctor’s barbarous methods, 
his exorbitant fees, his secret Latin prescriptions, his high degree of 
failure. Yet they sought a sort of respectability by pretending to medi- 
cal degrees they did not possess—as Dyott did—, by “trumping up ‘Dis- 
pensaries,’ [and] ‘Colleges of Health,” * and by claiming major scien- 
tific breakthroughs which regular physicians were too stodgy or greedy 
to accept. Such a discovery usually consisted of a new theory that ex- 


14 David Potter, People of Plenty, Economic Abundance and the American Character (Chi- 
cago: University of Chicago Press, 1954), 166-88. 

15 Kebler, “United States Patents Granted for Medicines,” pp. 486-87; George B. Wood and 
Franklin Bache, Dispensatory of the United States (10th ed., Lippincott, Grambo and Co., 
1854), p. 75. 

16 The following generalizations are based on a study-of patent medicine advertising in news- 
papers, brochures, and handbills. 

17 Oliver Wendell Holmes, Medical Essays, 1842-1882 (Boston: Houghton, Mifflin and Co., 
1891), p. 87. 
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plained all disease by a single cause, with the single cure, of course, 
the remedy advertised. Benjamin Brandreth found the root of all ill- 
ness in constipation, and his cure-all was a purgative.'* Sometimes the 
logic ran backwards, and monistic theories were devised to turn sub- 
stances exciting public attention—electricity, petroleum, oxygen—into 
monistic cures. Dr. Miles’ Compound Extract of Tomato, a big seller 
in the 1830's, made catsup a sovereign remedy for mankind’s ills.”® 

The far away and the long ago were exploited for their exotic 
appeal, China, Japan, Turkey, ancient Egypt, the Holy Land. One 
remedy had wrought wonders in Bethlehem and Jerusalem, in Sodom 
and Gomorrah.” The power of religion was invoked in other ways, for 
the patent medicine man recognized that it was important to associate 
his product with institutions in which people put great trust. Clergy- 
men were highly esteemed as testimonial-writers, and the Bible was 
cited. Similarly, nostrun. promoters wrapped themselves in the flag. 
Early in the nineteenth century, the American eagle was a favorite 
symbol, and Uncle Sam, after his invention, was called upon to testify. 
The mighty of mythology also did service: the trademark for Swaim 
was a husky Hercules.” 

As there are symbols of strength to encourage, so are there symbols 
of evil to frighten. Serpents and dragons slithered through patent 
medicine advertising, and the devil himself appeared. The demonic 
might be subtly suggested with mere words. Under the headline “Rev- 
erend Imposter! ! !,” an advertisement for the Matchless Sanative told 
of a minister driven from his church for improper conduct, who had 
begun to manufacture “with his own unholy hands” a spurious sanative 
which he was employing swindling peddlers to palm off on the public. 
The ex-minister, moreover, had a cloven foot.” 

The symbol of evil was only one way of frightening a customer. A 
circumstantial description of conditions incident to various diseases 
made sobering reading, especially when associated with death-bed 
scenes and references to the sorrows of earthly parting. Many nostrum 
promoters practiced a sort of preventive medicine. By promising to 
ward off the dread diseases they described, they tried to panic healthy 





18 Dy. Brandreth’s Vegetable Universal Pills; Purgation: or the Brandrethian Method (New 
York, 1840). ae. 

19 Springfield Illinois State Register and People’s Advocate, Sept. 28, 1838. 

20 Frederick [Maryland] Weekly Times, Oct. 4, 1832. 

214 copy of the Hercules trademark is in the proof-books of wood engraver Alexander 
Anderson in the New York Public Library. 

22 Vandalia [Illinois] Sentinel, Mar. 14, 1840. 
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men and women into buying their wares. The fear of illness lurking 
unbeknownst within the apparently healthy body was preyed upon. 
Small symptoms were exaggerated and normal physiological phe- 
nomena converted to dread signs of incipient pain and death. Thus 
patent medicine men sought not only to prescribe for the sick. They 
sought to make men sick so that they might be made well again by 
the expensive therapy of patent medicines. A dollar for a bottle of 
panacea was costly for most families. There was some emphasis in 
early nostrum advertising on price, but it was far outweighed by refer- 
ences to more fundamental concerns of life and health. 

Despite all the promises, self-treatment with patent medicines was 
futile and often dangerous therapy, for many nostrums contained 
opium, alcohol, and purgatives as violent as those used in regular 
medicine. These hazards, and many of the pitfalls in the nostrum 
promoter’s logic, were pointed out by physicians.” Even before knowl- 
edge of the germ theory, shrewd common sense could detect many of 
the quack’s shortcomings. Anti-quackery arguments, of course, did not 
have as good a press as nostrum advertising: the transactions of medical 
societies did not circulate among the populace. Newspaper publishers 
printed little criticism of nostrums and generally took refuge, when 
attacked for accepting patent medicine ads, in the caveat emptor 
alibi.™ Criticism of nostrums when heard was not always heeded. For 
no more then than now was common sense invariably a secure bulwark 
against fear. 

In important ways, therefore, patent medicine makers blazed a trail 
which later makers of soaps and cereals and cigarettes would follow. 
Executives of the early advertising agencies in the years following the 
Civil War testify to the valuable schooling which writing patent medi- 
cine copy gave them for the enlarged function they were shortly called 
upon to perform.” 


James Harvey Younc, Emory Unwwersity 


23 Examples are Holmes, Medical Essays, pp. 1-102, 173-208; Caleb Ticknor, A Popular 
Treatise on Medical Philosophy; or, An Exposition of Quackery and Imposture in Medicine 
(New York, 1838)—this was a Phi Beta Kappa oration; John Morgan, A Warning against 
Quackery (Boston, 1851); Lewis H. Steiner, Oration before the Medical and Surgical Soaety 
of Baltimore (Baltimore, 1859). : 

24 A vivid example of this alibi appeared in the Philadelphia Public Ledger, Sept. 26, 1836. 

25 Ralph M. Hower, The History of an Advertising Agency: N. W. Ayer & Son at Work, 
1869-1949 (Revised ed., Cambridge: Harvard University Press, 1949), 44-6, 91-3; Claude 
C. Hopkins, My Life in Advertising (New York: Harper and Brothers, 1927), p. 73- 
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REPORT OF THE DISCUSSION 


The discussants, confronted with a set of extremely complex unsolved 
theoretical problems, cautiously confined themselves to a description of 
particular cases. Opposing viewpoints were thus illustrated but not clearly 
defined. Some aspects of the economic history of India illustrated the con- 
tention that historians sometimes underestimate the actual extent of ra- 
tional adaptation to a price system. Profound cultural changes are taking 
place there despite the verbal social conservatism of many indian leaders; 
Brahmins adapt to the market demand for scientists and craftsmen despite 
their traditional contempt for physical labor; and the development of regional 
specialization on a large scale provides evidence of a massive response in the 
villages to price incentives. Furthermore, the delay of the Indian industrial 
revolution can be explained, it was contended, exclusively in economic, not 
cultural, terms. 

A very different viewpoint was illustrated by examples from primitive 
societies. After three generations of involvement in the fur trade, North 
American Indians of the mid-eighteenth century still responded perversely 
to price incentives. The reason, as given by a witness before the Parliamen- 
tary Enquiry of 1749, was their fixed level of wants. Make them property 
conscious, he suggested; this would not increase their real necessities, but 
it would furnish them with imaginary ones. A second example, however, 
indicated that the development of wants without further changes of attitudes 
could produce not economic development, but economic paralysis. Contact 
with whites in the interior of New Guinea produced a craving for western 
goods and for a western style of life. As a result, a wave of religious enthu- 
siasm—the “cargo cult”—swept the tribes. Shiploads of goods were ex- 
- pected, warehouses were built for them, and ordinary work came to a 
standstill while the natives did what the white man does to produce goods: 
they sat around tables and wrote cabalistic symbols on little pieces of paper. 
Thus, the distance between the higher level of wants and the level that 
could be attained produced a dependence upon ritual. In a third case—that 
of the Indians of British Columbia—contact with the whites produced both 
a greater desire for goods and an intensification of labor. Indians willingly 
went to work in commercial fisheries, lumbering, and hop-picking, and even 
developed credit and investment institutions. But the goal of all this eco- 
nomic activity was the accumulation of goods for use in the traditional pot- 
latch ceremony—the obligatory and ostentatious distribution of goods by the 
holder of a fixed, ranked, and named position to other position-holders in 
order to validate one’s hereditary claim to it. Indeed, the new opportunities 
to accumulate goods so invigorated this ancient institution that it eventu- 
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ally replaced warfare entirely as a means of carrying on tribal competition. 

A final case study, that of Haiti, provided an illustration of an economy 
in which a pervasive price system, positively sloped supply curves of effort, 
and a predominantly competitive market structure failed to produce an im- 
provement in agricultural technology or even widespread crop specializa- 
tion, let alone industrialization. 

The problems raised by these wide-ranging illustrations were perhaps best 
summarized by the discussant who ended his paper with two questions: 
What accounts for the vulnerability of a society to the price system and 
for the particular form of its response? Can the answer to our question 
be found by using the set of variables customarily employed by economists? 





Junius Rusin, Columbia University 


EDITOR’S NOTES 


This is the last number of the Journat or Economic History to be pub- 
lished under the direction of the present editorial staff. The newly appointed 
editors are Professor Douglass C. North of the University of Washington 
and Professor William Parker of the University of North Carolina. All 
manuscripts should be addressed to Douglass C. North, Editor, JourNAL oF 
Economic History, University of Washington, Seattle 5, Washington. 

The annual meeting of the Business History Conference will be held on 
February 18, 1961, in the Memorial Union, Purdue University. The theme 
will be Management Decision under Government Regulation. Correspond- 
dence relative to this meeting should be directed to Robert B. Eckles, De- 
partment of History, Government and Philosophy, Purdue University, 
Lafayette, Indiana. 
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By IRENE D. NEU 
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CREATOR and first president of the New York Central Railroad, 
Erastus Corning was one of the outstanding American businessmen of the 
mid-nineteenth century. In her skilfully written biographical study, Miss 
Neu tells the story of this man’s varied and highly successful career as 
merchant and manufacturer, land speculator, financier, and politician. 

“. . . one of the most interesting and well-done books it has been my 
pleasure to read for some time. I became so wrapped up in my initial ex- 
amination of the book that I hardly put it down until I had read the last 
word. This account is business history at its best.”—Howard F. Bennett, 
Professor of Business History, Northwestern University 
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COLLEGE EDITION 
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A timely and significant title, widely used as a college supplement, 
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these were fashioned in a world very different from our own. It 
introduces a reappraisal of these economic ideas and attitudes for 
our modern society of afluence. This low-priced college edition in- 
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tively slight. Pumas for the National Bureau of Economic Research. 
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